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An interesting contribution, though 
not necessarily of general application, 
to the question of the liability to British 
income tax of dividends received in the 
form of stock from foreign companies 
comes in a statement hy the sponsors in 
this country for the Corporate Trust— 
an American “fixed trust” trust 
formed last year. 

This is the statement: 

According to the ruling of H.M. In- 
spector of Forcign and Colonial divi- 
denis, only that part of the distributions 
on Corporate Trust shares which comes 
under the following heads is subject to 
British income tax:— 

1. Cash dividends on the underlying 
otocks. 

2. Interest _on the reserve fund. 

3. Value of stock dividends dec'-"ed 


but paid in stock of a company oor 
than the parent company. 
Distributions which represent the 
value of other stock dividends, stock 
rights, and the proceeds of the sale of 
any excess sub divided shares are not 
subject to British income tax. The dis- 
tribution on Corporate Trust shares for 
the & months ending June 30, 1930, of 
$1.31 per share is only taxable to the 
extent of 16 cents, the balance, ie., 
$1.15, being not subject to tax. 
+ Parent company,” we are informed, 
means a company in which the trust 
hols stock, ‘That fs to say, if, for in- 
stance, the American Telephone and 
Telegraph Conipany, in which the 
trust holds stock, declares a dividend in 
form of stock of one of its subsidiaries, 
A the proceeds of this stock dividend, dis- 
tributed by the trust to british share- 
holders, is liable to British income tax. 
But if the American Telephone and 
Telegraph Company declares a dividend 
in the form of its own stock, there is no 
liability in respect of the proceeds dis 
tributed through the trust. 


Holland 


CORPORATE TRUST SHARES 


are internationally advertised, internationally sold and enjoy 

international market. the year 1930 alone, more than 

million shares* were issued and sold—a volume 
exceeding that any other trust. 


Price the market 


This one group investment trusts sponsored 
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“OFFICE SHELL SHOCK” 
MULTIPLIES COSTLY ERRORS 


ISTAKE. Erase. Mistake. Erase. 
Slip-shod work. 


But the bitter, costly mistakes are those 
that aren’t caught those that slip by. 


shell shock”— that’s the trouble. 
Who can concentrate the racket 
average office rou- 
tine? Jangling tele- 
phones, slamming 
doors, hideous street 
din, constant buzz 
talk, combine 
wreck nerves, mul- 
tiply costly errors, ruin precious health. 


Business becoming conscious these 
alarming facts—putting end “office 
shell shock” applying Acousti-Celotex 
office ceilings. 


One company found that the use 
Acousti-Celotex reduced errors among 
typists and comptometer clerks much 
52% actually increased the output 
work one department alone, 8.8%. 


hundreds offices Acousti-Celotex 
has paid for itself many times over 


decreasing errors and lessening nerve 
strain.* Acousti-Celotex attrac- 
tive fibre tile that quickly installed 
old new buildings. remodeling 
necessary. interruption office 
hours. 


Acousti-Celotex tiles are attractive. 
Easily cleaned. per- 

The deep the building. 

in Acousti-Celotex per- 7 

mit repeated decorating They can be painted 

with any type with any 

are quickly applied kind pant without 

your present ceilings. loss of sound-deaden- 


ing efficiency. 
Hospitals use Acousti-Celotex provide 
the restful quiet that speeds convales- 
cence. Theaters, schools, and churches 
use assure proper acoustics. 


will bring your bank office 
business-like atmosphere dignity and 
sound judgment. will increase the 
comfort and productiveness your en- 
tire staff. Send for details. 


FOR LESS NOISE—BETTER HEARING 


The words Celotex and Acousti-Celotex (Reg. U. S, Pat. Off.) are 
the trademarks of and indicate manufacture by The Celotex Company 


The Celotex Company, 919 North Mich- 
igan Ave., Chicago, Illinois. Canada: 
Alexander Murray Co., Ltd., Montreal. 
Sales distributors throughout the World. 
Acousti-Celotex sold and installed 
Acousti-Celotex contracting engineers. 


our classified advertising room,” says 
Collins the Pittsburgh Press, “18 girls 
are constantly talking with clients over the tele- 
phone. Experience has proved that distracting 
noises these rooms increased nerve tension; 
lessened concentration, and lowered efficiency, 
thereby resulting costly errors. Equipping 
these offices with Acousti-Celotex has changed 
them from areas noise and reverberation 
zones quiet. The Acousti-Celotex has paid 
for itself many times over the increased effi- 
ciency workers.” 
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The Seducer 


(THE JOURNAL COVER FROM PAINTING WALTER 


nings the first savings banks 
early the last century when 

the workers had little save, 
background institutional help for 
the thrifty, and when small savings 
had not yet been recognized 
legitimate part the banking busi- 
ness. 

word 
bank was associated 
with the privilege 
issuing 
and public opinion 
could not readily see 
how 
proposed noth- 
ing more than 
take and invest the 
small savings 
provident poor.” 

The first savings 
bank America was 
Savings Fund Socie- 
organized Phil- 
adelphia 1816; 
the second Boston about eleven 
days later and the third 
more. The later institution com- 
mencing operations without char- 
ter was the first include the word 
“bank” its name. 

However much handicap the 


indeed were the begin- 


inability the first two institutions 


use the name may have been, 
doubt was not nearly great hand- 
icap some that were self-imposed 
generally, such 
for instance the diffidence with 
which the system was inaugurated. 
The idea keeping these new insti- 
tutions open every business day 
order that man’s resolution save 
might cool off, and the potential 


saver become actual spender had 
not yet been developed. 

there were funds hire 
regular says Hoggson’s 
“Epochs American Banking” 
ferring the Baltimore pioneer, 
“the institution was kept open only 
three hours week, from eleven until 

two o’clock every 
Monday. One may 
readily realize that 
failed receive 
many deposit 
which customer 
might have made 
had not been com- 
pelled delay 
long. was too much 
expect him re- 
sist the many temp- 
tations for spending 
money which 
was subject six days 
the week.” 


the painting 
month’s cover illus- 
tration has been made the artist gives 
his conception common allure- 
ment that time. Since then the 
simple minded shopkeeper 
come the merchant prince, and 
beguiles the dollars many arts and 
sciences. The most powerful these 
advertising which turn has its 
make-up many other arts and sci- 
ences. But for all that, deep down 
every heart the conflicting impulse 
spend save, remains about 
was those times when sav- 
ings institution was nice little phi- 
lanthropy rather than 
part our business structure. 
The appeal spend has kept pace 
with the growth thrift. 
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Understandin Your 
Problem 


North, South, East and. 
West, Central Hanover 
correspondents find Central 


Hanover knowledge 
local conditions playing 


part 


spondent service. 


CENTRAL HANOVER 
BANK AND TRUST COMPANY 
NEW YORK 
Offices Manhattan Centers 


Representatives London, Paris, Berlin and Buenos Aires 
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CAPITAL, SURPLUS AND UNDIVIDED PROFITS OVER 108 MILLION DOLLARS 
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This Month’s Journal 


and 


Your Own Bank 


OME STEPHENSON, under the title “Why Not Treat Them 
Fairly?” states the case for the railroads and the rights 
several hundred thousand citizens who own them. The United 
States and its railroads grew together. The West today had its 
first existence the imaginations the empire builders who planned 
and constructed the great steel network. Mr. Stephenson suggests 
that the nation inclined neglect its obligations and ignore the 
fact that its railroads must kept strong and healthy condition. 
Twenty-two billions stocks and bonds represent the public’s great 
stake America’s rail systems. Mr. Stephenson asks: Are buses and 
waterways, effect, being subsidized the Government the detri- 
ment railroads? 


ILAN AYRES tells how instalment selling 

survived its first great test, the depression 
1930. says that far the finance com- 
panies were concerned the year was one reduced 
business, not stress strain. liberal use 
curves, statistics and percentages aims prove 
that the instalment idea panic proof and that 
sudden slowing down the business machinery 
the country does not result excessive volume 
defaults repossessions. Among the conclu- 
sions set forth this comprehensive analysis 
that “there evidence that instalment selling 
important factor either bringing de- 


DMUND PLATT, who helped steer the Federal 

Reserve System during difficult period, par- 
ticularly the rough year, 1929, describes the 
growth and fundamental changes the system 
since was inaugurated. Important events often 
slip quietly into the news without fanfare, and such 
event the appearance this concise and 
authoritative article Mr. Platt subject 
outstanding interest bankers and business men. 
The former’ vice-governor the reserve system 
believes that 1928 and 1929 disclosed flaw the 
system which must remedied. One phase this 
defect the difficulty experienced putting the 
machinery into reverse. other words, when the time came change 
from the easy money policy 1927 the brakes refused work. 


ROF. FREDERIC EDWARD LEE discusses American banking 

before 1790 when the word “bank” meant pile batch money. 
The high place honor and service the economic life the country 
heid banks today appears striking contrast when viewed against 
the background colonial so-called banking. The first American 
banks were not banks all the modern sense the word. Most 
them had for their chief function the issuing paper money 
profitable quantities. Both institution and currency were usually 
short lived. was not until 1790 that banks began operating some- 
what along modern lines and Professor Lee’s article traces the main 
lines their interesting evolution through many decades romance 
and tragedy. 
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NEED 
LOSE MONEY 


window silently opened 
locates the bureau 
rings, pins, and thick wallet 
tumble into pocket...as 
stealthily came the house- 
breaker goes... 

The jewelry insured; the 
money gone forever. 

There need lose 
not tempt thieves. They know 
this insured money useless 
anyone but the owner. your 
Cheques are stolen, 
your money still safe—every 
cent will refunded. Keep 
instead cash. 


CHEQUES 


CERTIFIED 


OFFICIAL TRAVEL CHEQUE 
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Checks 
Cash! 


All progressive companies from the merchant the 
small town village the largest corporation employ- 
ing thousands people are rapidly adopting the check 
method distribution pay rolls protect themselves 
from the “hold-up” menace now sweeping the country. 

There better way safeguard your pay roll funds 
than issuing all checks Gilbert Safety Bond, “The 
Safest Safety Papers.” 


Fill the coupon below. 
may the means saving 
you from substantial loss 
funds and possibly life. 


GILBERT PAPER CO. 
Menasha, Wis. 


Please mail copy story Raised 
Check” without cost obligation. 


State 


ANDERSON contributes 
fact-laden analysis called “Toward 
Control Affiliates” which draws 
attention the chief difficulties stand- 
ing the way effective control. The 
Governmental investigators Washing- 
ton, who are gathering facts which 
legislation can based, have listened 
testimony leading banking executives 
which many opinions were expressed. 
Mr. Anderson has reached some very in- 
teresting conclusions. believes, for 
instance, that when 
around passing laws affecting banks, 
two three years hence, the result 
legislation that somewhat more 
radical than now thought possible. 


RANK SIMMONDS describes sur- 

vey made recently the Bank Man- 
agement Commission which touched the 
pulse American banking opinion with 
reference free services—free the 
public but costly banks. partic- 
ular, banks were asked questionnaire 
express opinion the practice 
sending motor car around the cus- 
tomer’s place business collect de- 
posits. The verdict against this partic- 
ular form service was virtually unan- 
imous. Most the answers sent 
bankers contained expressions unqual- 
ified disapproval based many different 
reasons but chiefly the fact that 
would increase costs without contrib- 
uting revenue. 


story bank Mississippi 
which was faced with the prospect 
run, although its condition was sound. 
The executives inserted full page 
the local newspaper which the fact 
was frankly and vigorously set forth 
that, for the sake the community 
whole, the bank would remain open but 
refuse withdrawals nervous depos- 
itors. was bold stroke but served 
its purpose. 


ILLIAM PICKETT HELM, 

“Higher Federal Who 
Pays?” asks the question and answers 
with clarity few have attained treat- 
ing this labyrinthean topic. Taxes, 
says, must inevitably rise and indi- 
cates how high they may go, how long 
they will stay there and which group 
the population will bear the burden. 
stresses the impossibility forecasting 
dependably the course the next Con- 
gress with reference taxation, be- 
cause party has safe margin 
votes and because other factors contrib- 
ute the uncertainty. When the budget 
was sent Congress last December, 
possible deficit $200,000,000 was esti- 
mated. But figures corporation earn- 
ings were not available the 
time and the true effect the depression 
could not accurately measured. Mr. 
Helm estimates total drop income 
tax collections 1930 business excess 
$500,000,000, compared with 1929. 


CLOYD GILL’S third article 
social legislation appears this 
month’s JOURNAL, contains important 
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facts and conclusions which may 
startling. believes that the use 
public funds support persons need 
springs from worthy motive but ag- 
gravates, instead helps solve the 
nation’s problem caring 
dependents. Mr. Gill’s point view 
definitely opposed anything that 
savors dole, and his suggestions are 
constructive. 


OBERT CROZIER LONG, whose 
writings the German situation 
have attracted wide interest among 
JOURNAL readers, contributes this month 
excellent analysis the country’s 
ability pay the Young plan annuities. 
His conclusions ought prove effec- 
tive antidote the philosophy gloom 
and calamity which currently dominates 
most discussions the subject. 
many, believes, meeting repara- 
tions payments 1930 out her own 
resources, has achieved what many fa- 
mous economists said 
Such accomplishment, thinks 
should have been heralded Germany’s 
creditors something sensational. 
recalls that several temporary setbacks 
during the past few years Germany’s 
economic health have been widely adver- 
tised, with the result that the country’s 
solvency has been called into question, 
whereas the stupendous record suc- 
cess has been accepted quietly 


Irving Fisher visualizes 
wider responsibility for trust com- 
panies extending considerably beyond 
safeguarding the dollar value es- 
tate. suggests many services which 
trust companies are position ren- 
der the public, particularly these 
three: The safeguarding the real 
value invested funds against the ef- 
fects inflation; cooperation with the 
Federal Reserve System for the solution 
problems relating inflation, defla- 
tion, booms and depressions; and the 
promotion greater wisdom making 
bequests and creating long-time en- 
dowments. describes also certain in- 
teresting steps the evolution the 
trust idea. 


For Unemployed Dollars” 

the title article Bruce 
Davenport describing the buying and 
selling Federal reserve funds. rela- 
tively small number banks throughout 
the country use this financial device 
benefit it, but the total such funds 
traded now reaches several hundred 
millions yearly. The purchase and sale 
excess reserves goes every day but 
there usually sharp rise the de- 
mand Tuesdays and Fridays when 
banks New York, Chicago and the re- 
serve cities must adjust their balances 
the Federal ‘reserve banks. 
funds represent sort last resort 
putting money work and for that rea- 
son can usually borrowed rate 
under the so-called market 
rates. 
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Marchant fast figuring 
increases profits 


ITH the present need scrutinizing every 
transaction and operation certain that 
every ounce profit extracted from it-— 


Are you sure that your figuring operations are 
being performed the most modern, high-speed, 
money-making way? 


The Marchant 100% Electric Calculator gives 
you the fastest figuring the world. Every 
operation 100% electric, insuring greatest ease 
operation, greatest possible speed. abso- 
lutely accurate—the first time, checking back 
necessary. 


The Marchant saves time, saves work, saves 
money every department—and makes money 


for your entire business. 

Investigate its five big exclusive improvements 
and its many special features, every one which 


designed increase figuring speed and effici- 
ency. Try the Marchant out your own work. 


Phone the local Marchant office mail the 
coupon. Sales and service offices the world over. 


“Great work, George! 
I didn’t expect to get 
those figures until to- 

morrow.” 


MARCHANT 


exclusive improvements—fastest figuring the world 


Free! 


MARCHANT CALCULATING MACHINE CO. 
Dept. 212, Oakland, California 
Please send free literature and full information about 
Calculator $125 Portable Calculator 


Name. 


years cal- 
culators—hand oper- 
ated portable 
models low $125 


Firm 
Address. 


City and State— 
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BUSINESS and banking 
methods willin many cases prove 
ineffective carrying out the 
changed requirements today 
and First 
National Bank, St. Louis’ largest 
bank, has devel- 
oped its services 
for business con- 
cerns and bank cor- 


respondents, along 


the broadest lines 
and invites banks throughout 
the country desiring the assist- 


ance bank the great 
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Mississippi Valley region, in- 
vestigate its services ... Here 
every bank large small, will 
find institution that measures 
every way present day. 
requirements. big bank with 
national view point the 
front rank America’s pro- 
gressive financial institutions, 
eager maintain association 
with its correspondents sufli- 
ciently intimate permit the 
offering well informed sugges- 


tions when requested. 


FIRST NATIONAL BANK 


BROADWAY- OLIVE 
LOUIS’ LARGEST BANK 


FIRST NATIONAL COMPANY and ST. LOUIS UNION TRUST COMPANY, 
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They sent the 


but revenge pays dividends 


years 


the “pen”! That’s the penalty paying 
for having stolen $396,996 from the 
bank which had been trusted em- 
ployee for more than decade. 


was smart young fellow—too smart, 
fact, from the bank’s point view. 
Over period approximately ten years 
systematically pilfered the accounts 
the bank’s patrons and successfully 
concealed his thefts from the examiners. 


Finally they caught him, and sent him 
the river for twenty years. But revenge 
pays dividends, and this case the 
bank had huge deficit absorb after 
recovering the full amount its dis- 
honesty protection. 


You can’t prevent employees from turn- 
ing thieves, foretell burglary 
hold-up. But you can prevent such un- 
expected occurrences from injuring you. 
The Insurance Committee the Ameri- 
can Bankers Association puts the matter 
plainly:— “This Committee has always 
advocated the broadest possible insurance 
the best safeguard The cost 
adequate insurance proper charge 
against the cost sound banking and 
which cannot afford the expense am- 
ple insurance offers hazardous invest- 


Bankers Blanket Bonds offer the 
“broadest possible insurance.” They pro- 
tect banks against virtually every known 
risk—dishonesty employees, burglary, 
theft, larceny, hold-up, destruction 
money securities—and other hazards 
too numerous mention here. the 
event loss, the entire amount the 
bond available cover it. this 
means the danger under-protection 
against individual hazards virtually 
eliminated. 


But even Bankers Blanket Bond can’t 
accomplish the impossible—it can’t make 
good loss that exceeds the amount 
the bond. Hence, vital importance 
banks determining the right amount 
protection carry, seek expert 
counsel, such that offered the D’s 


bank specialists. virtue their long 


q 


experience and special training 
these men are equipped diag- 
nose accurately any bank’s pro- 
tective requirements, and they 
know exactly what forms and 
combination coverages will 
meet those requirements most 
fully and economically. 

Why not have one these ex- 


perts over your present pro- 
tection and advise you? His de- 
tailed confidential report will 
place you under obligation 
whatsoever—but may reveal 
some things you need know. 
The coupon below for your 
convenience. There better 
time than use it. 


FIDELITY DEPOSIT COMPANY MARYLAND, DEPT. 


Fidelity Bldg., Baltimore, Md. 


( ) Send me your descriptive booklet, ‘A Primer of Bankers Blanket Bonds” 


FIDELITY DEPOSIT 
COMPANY MARYLAND 


Home Office: Baltimore 


Representatives Everywhere 


Fidelity and Surety Bonds, Burglary and Plate Glass Insurance 
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JAMES CLARK, Editor 


ANY the great calamities 
history have fallen upon 
peoples who been 


warned impending dan- 
ger, even have seen the forging the 
bolt which destroyed them, and yet 
seemed utterly incapable be- 
lieving the evidences their own 
senses, taking adequate meas- 
ures protect themselves. 

When the beginning the World 
away, the masses Great Britain 
did not believe that was coming 
them; after had started most 
the military experts this country 
thought that would last but three 
months. One expert pointed out that 
the war could not last year because 
that time the belligerents would 
exhausted men, money and mate- 
rial; and was indeed rare man 
who 1914 even dreamed that the 
United States would become involved 
the extent sending men over- 
seas! 

For years the whole the civilized 
world, and particularly America, has 
had before the preparations for 
one the greatest upheavals any 
time! Not only have they seen Russia 
forging the thunderbolt, but there 
army American industrialists 
and technicians various lines over 
Russia helping set the stage, and 
everything that needed the way 
material machinery America sells 
willingly and gladly, seemingly insen- 
sible, indifferent the fact that 
Russian plans succeed, American 
business must suffer, American work- 
men will confronted with some- 
what the same condition would pre- 


vail the tariff wall were lowered 


that everything could come almost 
duty free. 

The wise men ancient Rome did 
not believe that there was any great 
danger invasion from the Teutonic 
tribes—until was too late! They 
were incapable making appraisal 
their situation, and before Rome 
fell, distinguished Romans, even 
are now, were discussing the expedi- 
ency the state feeding the people. 


The whole Russian situation, today, 
exactly analogous the situation 
eastern Europe 1500 years ago, 
when the rulers the Roman Em- 
pire, instead coming blows with 
their Gothic invaders, brought them 
into the Empire, allowed them be- 
come trained Roman military meth- 
ods, taught them how make Roman 
weapons, placed arsenals their dis- 
posal, taught them the principles 
organization, all under the pretext 
that the Goths were being trained 
defenders the Empire. was ten 
years from the beginning this ex- 
periment when Alaric captured the 
city Rome. 

The American engineers and indus- 
trialists who are pushing the devel- 
opment Russia are doing exactly 
what the Roman governors did for 
Alaric and his crew Goths. 

“If Russia with the help foreign 
credits and foreign engineers and 
other technical experts able 
industrializing herself the pres- 
ent pace, other countries will only 
able compete organizing their 
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production and commerce some- 
thing like the scale which Russia 
organizing hers. That say, 
they must regiment and exploit their 
labor with the same ruthless thor- 
oughness and reduce the standard 
living approach the Russian level.” 

the foregoing words, the London 
Times, leading editorial recently 
gave the world warning the danger, 
and the same editorial quotes 
unnamed authority saying: 

“Every country that has any con- 
nection with Russia and every credit 
extended her helping bring 
nearer the day when the products 
Communism, not the creed, will 
swamp the markets the world!” 

perfectly proper for any na- 
tion work out its own problems 
its own way, long does not 
impose upon its submerged class hard- 
ships and cruelties. Russia 
however, working out its own prob- 
lems just for the achievement its 
happiness within its own borders and 
for the setting friendly rela- 
tions with the nations the 
The complete success the Russian 
plans would mean the destruction 
the capitalistic system the world over 
—the wiping out individual and 
personal rights, the destruction 
property rights which constitute the 
very life and spirit civilization. 
That the reason why the United 
States does not have and cannot have 
diplomatic relations with .Russia; the 
ultimate success its plan means the 
destruction our system govern- 
ment, and, has been said many 
times, Russia even now not na- 
tion, but idea! 
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Russia developing itself in- 
dustrially and conducting social ex- 
periments mommoth scale not 
working alone her own affairs, but 
with eye out the upsetting 
our affairs. 


From the book, “The Soviet Union 
Looks Ahead,” issued the State 
which the Five-Year Plan for eco- 
nomic development discussed, 
quote this highly significant para- 
graph: 

“The great task set the Five- 
Year Plan for the development the 
productive forces the Soviet Union 
through rapid industrialization and 
steady strengthening the socialistic 
elements national economy, that 
attaining and surpassing the eco- 
nomic level advanced capital- 
istic countries the approaching his- 
forical period, and thus assuring 
the triumph the socialistic system.” 

The oft-discussed and oft-referred 
Five-Year Plan the Russian Sov- 
iet Union, under which work now 
proceeding was adopted the Con- 
gress Soviets April, 1929. 
contemplates the industrialization 
nation that the past has been 
largely agricultural, and the same 
time increase very large scale 
its agricultural output. There has, 
matter fact, been more than one 
Five-Year Plan, but stands 
present provides for increasing 
approximately per cent the indus- 
trial and agricultural output the 
nation the year 1933, the 
“Five-Year Plan-in-Four.” 


the state everything and the 
only plays part the 
mob scene the great-drama, Russia 
could not wait for her development 
upon the genius and the initiative 
the individual. Through the State 
Planning authority, she has surveyed 
her vast domain and all that con- 


tains potential riches; she has 


veyed her many millions people and 
all their capabilities and set about 
industrialization mammoth plan 
which could not advanced beyond 
the visionary stage without the skill 
the outside world. 

There, for instance, the develop- 
ment hydro-electric power. dam 
over mile long across the Dnieper 
River Kichkas now being fin- 
ished from which there devel- 


oped, claimed, more power than 
has ever before been generated 
any single station, surpassing Muscle 
Shoals, surpassing Niagara. 

the Ural Mountains, cost 
structed steel plant which will have 
greater capacity than the Gary 
steel plant—4,000,000 tons annually. 

Russians that they have the 
largest oil reserve the world. 
that may, the output oil in- 
creasing and its exports oil are 
increasing. 

These are not isolated enterprises, 
encompassing the whole the plan 
development. the book Soviet 
Economic Development and American 
Business, former chairman the 
Board Directors the Amtorg 
Trading Company, the Soviet com- 
mercial organization New York, 
there long list industrial plants 
under way about started 
the time publication. this, there 
are over fifty power plants. The list 
other plants started under way, 
includes pretentious undertakings un- 
der the headings Coal and Coke; 
Oil; Iron and Steel; Non-Ferrous 
Metals; Ship 
Building, and Electrical Industries; 
Chemicals; Building Materials; Rub- 
ber; Glass, China and Porcelain; Tex- 
tiles; Shoe and Leather; Paper; 
Sugar; Food Industry. 

this work American men and 
American corporations are directly 
and indirectly helping. The De- 
partment Commerce recently fur- 
nished list forty-four corpora- 
tions having assistance” 
contracts with the Soviet. Thus Amer- 
icans are helping create huge 
machine which aims—as the spokes- 
men Russia frankly and repeatedly 
declare—at the overthrow the capi- 
talistic system, which the United 
States the best and the most per- 
fect example. furnish the ma- 
chines and furnish the technical 
and engineering skill because have 
made fetish business, sales and 
commercial success. would high- 
desirable business did not con- 
tribute the realization danger- 
ous and menacing objective. 

Moreover, the Five-Year Plan 
subject change and variation 
way that reveals the feverish deter- 
mination those authority. Al- 
ways the change “forward.” Faster 
and faster the effort! 
tempo” the watchword! 


“To lessen the tempo means 
behind—and backward are beat- 
en,” Josev Stalin said recent 
speech, according Moscow dis- 


The whole history old Russia (the 
Czarist regime) amounted repeated 
beatings because its 

“Such the law capitalism— 
beat the backward and weak—the 
wolf law capitalism.” 

must 100-year job ten 
years die, declared. 


That declaration touches upon but 
does not fully reveal powerful, mo- 
tivating influence which adds 
incalculable degree the ability 
get work done. has been said that 
the combative effectiveness sol- 
dier action who animated re- 
ligious fervor equal that three 
soldiers actuated only the ordinary 
patriotic impulses. Russia 
rooted religion and put God out 
the lives its people. Communism 
has taken the place the old religion. 
Hence, fervor for the accomplishment 
Communism’s objectives leaven 
work thousands minds, and 
made more intense the widespread 
belief that Russia may any time 
expect capitalistic invasion.” 
animation comparable that the 
religious zealot the field battle 
therefore possesses the multitude. 
their spirituality and the flame 
kept burning brightly such utter- 
ances the Stalin quotation given 
the foregoing. 


Most the industrial developments 
the world have unfolded scale 
utterly beyond the imagination the 
comprehension, those men 
who gave them their first feeble im- 
pulses. The great inventors and dis- 
coverers have not the moment 
their scientific success realized that 
they were then and there shaping the 
lives and the destiny multitudes yet 
unborn. Who foresaw the time that 
Bell talked over the telephone that then 
and there was laid the foundation 
business that would become system 
19,000,000 telephones, would event- 
ually give employinent 364,000 per- 
sons this country alone—that the 
first conversation between two rooms 
was the herald that time when men 
would carry conversations over 
continents and over oceans? 
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Take any one the basic inven- 
‘tions and follow through its develop- 
ment its present stage, and each 
case there found actual 
empire emanating from 
Similarly, take any business plan and 
follow through its present stage, 
and will find thousands stores 
resulting from one poor man’s small- 
town experiment merchandising, 
and another instance million dol- 
lar corporations emerging from one 
drawer obscure desk. All 
these things grew natural, or- 
derly way, developing men devel- 
oped, growing business grew, feel- 
ing their ways along. 

But now comes Soviet Russia the 
scene, and gathering herself all the 
accumulated scientific 
knowledge the universe, figurative- 
starts where the rest the 
world has left off and strives ac- 
complish much that she will 
able upset the equilibrium the 
capitalistic world within period 
five years! 


The price which any product can 
sold determined largely the 
standard living those who pro- 
duce, prepare and ship it. The stand- 
ard living Russia not only 
low, but when the worker must have 
food card and stand line for his 
meals, and must have another card for 
his boots his coat, obviously 
low that when the conflict comes, 
American products are disadvan- 
tage. The worker here the United 
States with home his own, 


automobile and sons and daughters 


gaining college education, cannot 
maintain his standard. Against the 
products produced the food-card 
horde, the American cannot compete. 
Nor that the worst it. Forced 
labor big factor Russia. 
Lumber produced forced labor, 
wheat produced under conditions that 
would cause civil war this coun- 
try already have caused effects com- 
manding the attention the world, 
but neither this country nor 
Great Britain have the powers 
state felt able during the last year 
exclude the lumber which was adding 
trouble already unsatisfactory 
market. Though matter com- 
mon knowledge that Russia’s lumber 
produced many camps men 
who are actual prisoners and others 
who are prisoners fact, not 
name, was not until last month 
that the authorities Washington 


felt able take decisive step toward 
prohibiting its importation. Then the 
Secretary the Treasury issued 
order prohibiting the importation 
lumber and pulp wood from four dis- 
tricts surrounding the White Sea, 
where believed that convict labor 
used its production and ship- 
ment—and this order came only after 
long period agitation. 


That step the right direc- 
tion, but let remembered that 
lumber but one small item—that 
however effectually may keep 
out the United States rigorous 
embargo only price can com- 
pete this and all the other items 
the markets the world for our 
laws not and cannot reach into 
foreign lands. 

Just little while before that action 
Washington Premier MacDonald an- 
nounced Parliament that, effect, 
Great Britain could nothing toward 
prohibiting the importation lumber 
into his country. 

are not war with Russia, 
the term commonly understood, 
therefore not act treason 
help forge the thunderbolt, but 
Russia openly and avowedly work- 
ing destroy the very system under 
which live and work, the conclu- 
sion unavoidable that those who are 
helping her are fact “giving aid 
and comfort the enemy.” 


Not war according mere 
words and legal definitions, but actu- 
ally war according facts over 
which there controversy, for 
even methods war have changed 
and still are changing with everything 
else the universe. 

The primitive men who for ages 
fought with stones and clubs prob- 
ably never could imagine any more 
effective way combat. The spear- 
men and the swordsmen who 
later period followed the field 


battle, doubt thought they 


reached the height martial perfec- 
tion. The military leaders more 
recent period who sent death solid 
ranks men, thought that was the 
way carry warfare effectively— 
let ball the enemy wasted. 
The old-time artillerist doubt 
thought that the cannon used, 
the limit destructive power had 
attained. Now are told gas 
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the thing with which 
but even combative warfare itself 
may turn be*superseded such 
process commercial and economic 
undermining the Soviet has plan- 
ned, and the 
help the civilized world. 

say that Russia cannot 
beg the question, for are not 
helping her it? And the first 
advances this new kind warfare, 
with wheat plain that cannot 
stop them. 

Soviet Russia 1930, re- 
ported, increased its production 
wheat from 300,000,000 400,000,- 
000 bushels over the immediately pre- 
ceding years. Her scheme unload 
this abnormal surplus the rest 
the world threatens, the opinion 
Chairman Legge the Farm Board, 
place Russia dominating posi- 
tion the wheat market. The Soviet 
has low-priced land and labor that 
subsists what the average Ameri- 
can throws away. The American 
wheat grower, even with such help 
government money now being 
extended, cannot compete. 


Senator Capper Kansas has said: 

“It was revealed six months 
ago that Russia was most formid- 
able exponent the world wheat mar- 
ket. This makes increasingly diffi- 
cult for market our surplus and 
means lower prices.” 

Already seems the shadow the 
menace has fallen across the North 
American continent! 

have seen what mass produc- 
tion individual items, and 
high-priced labor, has done Amer- 
ica, where every man free 
competition still and plenty it. 

Therefore, would prudent 
consider what mass production may 
scale which begins where have left 
off, and where carried not 
alone low-priced labor and with 
low standard living, but where 
the will the ruling powers there 
limit the amount forcing that 
may applied its labor—forcing 
both wages, and hours 
worked—and absolute dictation 
what the worker may eat and may 
wear. 

Can the people States 
still stand and see the play played 


-to the end Russia, and wake 


only when the main scene shifted 
our own villages and towns? 
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Why Not Treat Them Fairly? 


ROME STEPHENSON 


President, American Bankers Association, and Vice-President, 


St. Joseph County Savings Bank, South Bend, Indiana 


Tax-Bound and Enmeshed Countless Regulations and Re- 
strictions, the Nation’s Railroad Systems Face Their Post-War 


Competitors Under Serious Handicap. 


Outcome Touches 


Directly Interests Hundreds Thousands Stockholders. 


HAT which serves well 

sometimes come take too 

much for granted. The railroads 

have served this country su- 
perlatively well that are prone 
our public affairs overlook our de- 
pendence upon them and our obliga- 
tions them. The past, present and 
future progress the United States 
inseparably bound with the wel- 
fare the railroads. neglecting 
just consideration for them are 
even more neglectful the best eco- 
nomic interests the public. These 
public interests are paramount and 
they are nowhere more greatly liable 
harm than through adverse treat- 
ment the railroads. 

sketch the picture the Ameri- 
can railroad has come to- 
day calls for heroic terms. There are 
over 250,000 miles railroad track- 


age the United States, spreading 
and weaving into every section the 
country. There are 55,000 passenger 
coaches producing over 30,000,000,000 
passenger-miles travel year. 
There are locomotives ser- 
vice, with aggregate nearly 
000,000,000 pounds pulling power. 
Freight cars number over 2,000,000, 
capable carrying 100,000,000 tons 
freight and annually producing 
500,000,000,000 ton-miles this class 
traffic. 


Day and Night 


HIS enormous economic force 

form passenger and freight 
carrying power labors mightily day 
and night the service all our pro- 
ductive industry—of all our people. 
1929 its freight facilities carried 
points usefulness 182,000,000 tons 
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the products our forests; 268,- 
000,000 tons agricultural and ani- 
mal products; 640,000,000 tons our 
multitudinous manufactures, and con- 
siderably more than 1,000,000,000 tons 
the products our mines. Total 
freight all kinds was 2,500,000,000 
tons—and only the imagination can 
picture what that meant terms 
active commerce and industry, em- 
ployment, the interchange all 
the necessaries, conveniences, com- 
forts and luxuries life for the bene- 
fit and pleasure all our people. 

addition this stake useful- 
ness, our people have tremendous 
direct financial stake the railroads. 
Outstanding railroad bonds and notes, 
held widely among investors, amount 
over $12,000,000,000. Total pre- 
ferred and common stocks aggregate 
nearly $10,000,000,000. Here total 
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capital $22,000,000,000, and 
group securities has wide di- 
rect and indirect distribution the 
interest all classes our people 
these the railroads. One dividend 
paying railroad alone has more than 
200,000 stockholders. Nearly $3,000,- 
000,000 our insurance reserves, 
which depends the protection hun- 
dreds thousands our people are 
invested railroad bonds. 

Millions our people, investors, 
wage earners and their dependents, 
created our railroads. year 
the railroads pay bondholders over 
$500,000,000 interest. year 
they pay stockholders, the great ma- 
jority whom are individuals, nearly 
$500,000,000 dividends, 
even with the inadequate earnings pos- 
sible under present restrictive condi- 
tions. year, also, they pay 
1,500,000 workers almost $3,000,000,- 
000 wages—a total for these three 
classes direct distributions not far 
from $4,000,000,000. 
they contribute 
$400,000,000 the support govern- 
ment taxes. 


Forests and Prairies 


HEN 


America there were only 8,- 
500,000 people the United States. 


Four-fifths them lived the states 
along and adjacent the northern At- 
lantic seaboard. For the rest, the 
country presented scene scatter- 
ing population dotting the southern 
and western states and valleys, sur- 
rounded vast expanses virgin 
forests and prairies which were still 
the hunting grounds meager Indian 
tribes. 

was this scene that railroading 
created into the 
know today, with its 122,000,000 
population, its $400,000,000,000 
wealth, its forty-eight teeming states 
covering 3,000,000 square miles 
highly productive, widely diversified 
yet closely associated territory, and 
suporting hundreds communities 
which nearly 100 cities have popula- 
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tions ranging from 100,000 persons 
New York’s 7,000,000. Nine 
these cities have populations ex- 
cess 1,000,000 persons, and New 
York City alone not far behind the 
total number persons the whole 
United States when our railroaders 
began dream and build this modern 
nation. 

This picture suggests brief allusion 
the way which the power the 
railroads develop virgin lands into 
new economic wealth for time 
least was recognized public mat- 
ter and given concrete application 
the land grant policy. The outcome 
this policy fully justified its adop- 
tion. Vast reaches public domain 
the West were worthless unless opened 
transportation. specific illus- 
tration will clarify this phase. 
1850 some 2,500,000 acres public 
lands Illinois were given promote 
the construction the Illinois Cen- 
tral. $1.25 acre this land was 
then worth $3,125,000. return the 
railroad was tomake rate concessions 
respect Government troop and mail 
traffic. the first seventy-five years 
its operation these concessions were 
worth the Government $40,000,000, 
almost thirteen times the value 
the original grant, while the rest 
the surrounding public lands the 
area beneficially affected the con- 
struction the railroad were sold 
the Government prices far exceed- 
ing those that could have been realized 
the grants had not been made. And 
more than this, the economic gains 
usefulness and cash values the 
public this territory and 
imagination. 


Now 250,000 Miles 


fully the faith the early 

builders that growing railroads 
would bring growing nation has 
been justified needs further argu- 
ment. How far this faith has carried 
them providing this nation more 
bountifully with railways than any na- 
tion the world few figures start- 
lingly reveal. 1830 the total rail- 
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way mileage the United States was 
forty miles. Today over 250,000 
miles—nearly equal that all other 
nations put together. Because su- 
perb mechanical equipment this repre- 
sents far more capacity carry pas- 
sengers and transport freight than 
possessed all the rest the globe 
combined. 


Compared with Abroad 


EASURED territorial ratios, 

the world average railroad 
about one mile for each 100 square 
miles land area, while the United 
States almost twenty-one miles 
per 100 square miles. Measured 
population, the world ratio less than 
three miles railroad for each 10,000 
persons, while the United States 
over twenty-three miles. Even re- 
stricting comparison the more high- 
exploited soil Europe, the na- 
tions there combined have only little 
over five railroad for each 
10,000 persons, and less than six miles 
for each 100 square miles land area 
—and are therefore only about one- 
fourth well off railroad facilities 
this country. 

Against this background 
progress America, the question 
stands out vividness: 
“Why has railroad progress certain 
aspects suddenly come end 
the United States?” 

saw that there were only forty 
miles railroads 1830. 1835 
this had increased 1098—by 1880 
neared the 100,000 mile mark, and 
1920 railroad mileage reached its 
maximum over 250,000 miles. Since 
then there has been new construc- 
tion, and actual slight decrease 
mileage. this period since 1920 
freight has grown, but decreasing 
rate and passenger traffic has declined 
alarmingly—by more than one-third 
the last ten years. 

Railroad profits have suffered 
recent years. From 1890 1907 
they were around 2.40 
ton-mile, then they began decline 
steadily and almost disappeared dur- 
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Instalment Selling Through 
the Depression 


MILAN AYRES 


Analyst, National Association Finance Companies 


Past Has Demonstrated That Defaults and Repossessions 
Not Increase Excessively During Period Sluggish Busi- 


ness. 


Total Sales Retail Time Payments Estimated $6,000,- 


000,000 Yearly Which $2,600,000,000 Outstanding. 


Jan. 1930, Glenn Gris- 
wold the Chicago Journal 
Commerce said, “If the 


business 
downward and any serious business 
depression marks the first half 
1930, least one salutary result will 
come out the experience. shall 
have conclusive proof the effect 
bad business partial payment 
financing and shall know something 
more about the economic relationship 
between partial payment merchandis- 
ing and prosperity.” saying, 
was expressing the general opin- 
ion writers economic and busi- 
ness subjects. turned out that not 
only the first half, but also, and 
even greater measure, the second half 
1930 witnessed severe business de- 
pression. 


Pessimists Disappointed 


ordeal having occurred, what 

happened the subject the 
inquiry, namely, instalment sell- 
ing and its financing? The answer 
appears about the same that 
given the present writer several 
years ago, when asked official 
one the largest and oldest in- 
stalment furniture houses: 
happens instalment selling during 
bad business depression?” His an- 
swer was: that, 
practically speaking, the answer 
this time. hard become ex- 
cited over nothing, yet course, 
nothing happens when something se- 
rious was expected happen, that 
fact may great importance. 
Therefore, desirable examine 
the evidences have that nothing 
happened and possible explain 
why. 

From time time during the past 
year have been approached 
reporters, financial editors and maga- 
zine writers search startling 
facts about how instalment selling 
and finance companies were weather- 
ing the storm and always had 
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New cars financed per cent regis- 
trations 


disappoint them. There were 
startling facts. There was storm, 
yes, least gathered from 
reading the newspapers, but our sen- 
sations were rather those being 
becalmed. Our members were grum- 
bling some sure but what about? 
Only that there was not enough do- 
ing. far the finance companies 
were concerned, 1930 was year 
reduced business, but not year 
stress strain. There are perhaps 
some exceptions that statement; 
for instance, companies which had 
financed large amounts agricultural 
implement sales are now holding some 
frozen assets, but that because 
the drought rather than the depres- 
sion. Most companies experienced 
some increase defaults and repos- 
sessions, but not enough em- 
barrassing. 

Commercial Investment Trust, one 
the “big finance companies, 
makes the following statement its 
report for last year: 


“The experience 1930 confirms our 
faith the fundamental soundness and 
safety instalment paper. While re- 


possessions and charge-off items arising 
out instalment paper acquired 
have been somewhat greater than usual 
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proportion volume business, they 
have not been disturbing any time.” 

The total volume bills and ac- 
counts purchased that company 
1930, nearly $400,000,000, was per 
cent less than that 1929, but the 
reduction net profits was only 
per cent. Possibly this better 
result than that the average finance 
company, though not know that 
is. any rate, believe that 
typical the experience most 
finance companies. 


Statistics Are Lacking 


attempting analyze the effect 
the depression instalment 
selling and finance companies, 
are greatly handicapped the lack 
comprehensive statistics. There 


are authoritative records and never 


have been any relative instalment 
sales goods other than automobiles. 
There are only estimates, not 
cient accuracy use for compari- 
son one year with another. Sub- 
stantially the same thing was true 
until very recently the automobile 
field and even now the available auto- 
motive figures are limited kind and 
scope. The paucity data this 
field not unique. spite the 
fact that since the war have de- 
veloped the greatest system 
dustrial statistics ever known and one 
not approached for thoroughness 
any other country, remains true 
that are still ignorant many 
vital facts about business and indus- 
try. For instance, one knows, 
even approximately, the number 
people employed the construction 
industry, although that probably 
the greatest all industries except 
agriculture. not know within 
dozen billions so, the total volume 
actual retail sales and has been 
repeated often lately now 
truism, that have reliable 


unemployment. The most 


authoritative statistics automobile 
financing being currently compiled are 
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those relating the operations 492 
finance companies which are collected 
the Department Commerce. 
These statistics show the number 
new and used cars financed these 
companies monthly and the amount 
money involved these transactions. 
The figures are now available for 
three full years. The tabulation also 
shows the amount money used 
these companies monthly whole- 
sale financing and these figures are 
now complete for two years. Quite 
reliable data for production and sales 
automobiles have been available for 
several years. 

These figures tell nothing about 
defaults and the rising trend re- 
possessions, about the profits 
losses conducting the financing 
business. They not answer some 
the questions which, the present 
time, are being most frequently asked. 
possible, however, careful 
analysis derive from them good 
deal interesting information, hav- 
ing bearing the problem the 
relationship between instalment sell- 
ing and the business depression. 


Mistaken Conclusion 


RATHER superficial inspection 

these automobile finance 
statistics has lead some commentators 
assert that the percentage au- 
tomobiles sold instalments has in- 
creased markedly during the depres- 
sion. This conclusion arrived 
noting the increasing ratio new 
cars financed these companies 
the number new reported 
registered each month. The diagram 


Wholesale financing—dollars per car sold 


entitled Cars Financed Per- 
cent Registrations” shows how this 
percentage has changed month 
month since the beginning 1928. 
shows fairly constant percentage, 
averaging about per cent, during 
the year 1928, with marked increase 
during the two succeeding years. Be- 
fore discussing the significance 
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this increase percentage, may 
well give explanation the 
very jagged form this curve. 
rather smooth curve would naturally 
expected, whereas find some- 
thing which might called “saw- 
tooth” effect. This undoubtedly due 
the fact that many buyers new 
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1929 


Cars financed 


cars postpone until the 
beginning the next quarter after 
making the purchase. This done 
because most states permit reduc- 
tion the license tax, registration 
fee, after the end each quarter. 
order bring out the resulting 
effect more clearly, the diagram has 
been divided heavy vertical lines 
into periods three months’ dura- 
tion. will observed that near- 
every one these quarters, the 
first month the lowest point the 
curve and the last month the highest. 
This exactly what would result 
postponing large number regis- 
trations the last month and throw- 
ing them over into the first month 
the next quarter. would ex- 
pected the peaks for June and Decem- 
ber are particularly high. 


What These Facts Mean 


let return the ques- 
tion the significance the 
rising trend. The curve undoubtedly 
does show that throughout 1929 and 
1930, the proportion cars financed 
these reporting companies was in- 
creasing. does not follow from 
this, however, that there was cor- 
responding increase the proportion 
cars being sold the instalment 
plan. This so, because these com- 
panies not finance, any means, 
all the instalment sales auto- 
mobiles. Some are financed non- 
reporting companies and 
banks and many cases the dealers 
themselves keep the instalment con- 
tracts and make their own collections. 
is, therefore, entirely possible 
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that the whole this increasing per- 
centage was due shift the 
burden carrying instalment con- 
tracts from the dealers and banks 
the finance companies. this not 
the correct explanation, then have 
the surprising result that the ratio 
instalment sales increases during 
boom year and also increases dur- 
ing depression year. Fortunately 
the figures for wholesale financing 
furnish valuable evidence what 
was really taking place. Before dis- 
cussing these figures, may well 
sale financing.” 


Borrowing Dealers 


HERE unique custom the 
automobile business not paralleled 
any other field, whereby the dealer 
required pay cash delivery 
for his stock trade. This makes 
necessary for the dealers many 
cases borrow the money required 
pay for the new cars which they 
receive from the factory. The pro- 
viding these funds what 
known wholesale financing. Orig- 
inally this was done almost entirely 
banks, but now considerable por- 
tion done finance com- 
panies. The diagram entitled 
sale Financing-Dollars Per Cars Sold” 
shows that astonishing 
change has taken place this field 
during the past two years. 
Wholesale financing course has 
direct relation retail financing. 
The latter deals only with cars sold 


on 


Outstanding instalment debt cars fi- 
nanced 


instalment, but the former relates 
cars purchased the dealer ir- 
respective whether they are 
sold for cash The dia- 
gram, therefore, has been drawn 
show the relationship. between the 
amount money supplied for whole- 
sale financing the finance com- 
(Continued page 783) 
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Higher Federal Taxes—Who Pays? 


WILLIAM PICKETT HELM 


Deficit Originally Estimated $200,000,000 for Current Fiscal 
Year Now Points Toward $500,000,000. Possibility Another 
Similar Shortage Next Year Indicates Total $1,000,000,000 
Which Must Met Through Increased Taxes Some Form. 


MAIL truck slows down 
halt alongside big stone 
building. Out hop the driver 


and his companion. Both 
are postmen. They walk the rear 
the truck and unlock the screened 
wire door. They toss bulging mail- 
bag the sidewalk. Then another, 
and another—a dozen, score. 

The sacks are dragged inside the 
building. The clerk receiving them 
shoves them into big room and emp- 
ties them, one one, long table. 
They contain only letters, thousands 
letters. The letters find their way 
clusters desks where, perhaps, 
fifty clerks are opening mail. 

The chief clerk paces back and 
forth along the serried desks. His eye 
appraises the incoming batch work. 

“The biggest lot comments. 
“About 12,000 letters, should 
judge.” 


Checks for Small Sums 


LMOST every letter contains 
check. Most the checks are 

few thousand, perhaps, run 
three figures. Five six hundred 
run into the thousands. smaller 
batch, probably not more than fifty, 
dip into the tens and hundreds 
thousands dollars. 

The time March the current 
year; the rush mail the quarter- 
yield the Federal income tax. 
The place any internal revenue col- 
lector’s office—there are about 100 
dotting the country—and the little 
drama, with variations, will continue 
for several days. the busy clerks 
the story old one. There 
nothing them this tri- 
monthly avalanche money. 

But these particular Ides 
March there vast concern and in- 
terest these important checks and 
returns. They tell the first measur- 
able dollars-and-cents story the ef- 
fect the business recession 1930 
Federal finances. Until now, the 
effect has been matter opinion 
and guesswork. Within the next ten 
days will make its exit from 
that uncertain realm and become 
matter fact. 


small. 


Escape 


NEVITABLY, believes 

the writer this ar- 
ticle, tax schedules must 
up. The amount in- 
crease, however, and where 
the burden will fall depend 
factors still cloaked 
uncertainty. Business con- 
ditions during 1931 and 
1932 will determine how 
much will added the 
present rates; and the po- 
litical complexion the 
new Congress will deter- 
mine whether the addi- 
tional levies will aimed 
ers. 


Then shall know, fairly well, 
where stand. And down Wash- 
ington Mr. Mellon, watching the re- 
turns come telegraph from the 
various collectors’ offices several times 
daily, can determine, almost 
nicety, what the Government’s finan- 
cial policy will have during the 
next twelve months. That policy 
being made now—between the fif- 
teenth day March and the close 
the month. 

will able determine rough- 
ly, for one thing, how big increase 
Federal income taxes Congress 
must enact when meets next De- 
increase hardly enters into the equa- 
tion, for nearly foregone con- 
clusion that there will increase. 
The size the additional levy 
made revealed, with consid- 
erable clarity, the totals the col- 
lections this month. will able 
ascertain, too, the approximate di- 
mensions the first deficit the Fed- 
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eral treasury will have written down 
its books within generation. 

much, with the March income 
tax collections guide him, can 
determine with reasonable accuracy. 
But there are some factors entering 
into the prospective tax increase that 
even Mr. Mellon will unable de- 
termine when the measurement 
the effects last year’s business 
shrinkage the treasury are placed 
before him. Those factors, which 
shall take notice presently, will 
determined largely two other con- 
tingencies. 


Uncertain 1931 


first these two contingen- 
cies the extent the hoped- 
for business revival this year. Upon 
the extent the pick-up during the 
next nine months will depend, great 
extent, the size the tax increase. 

The second contingency death 
Death during the coming spring, sum. 
mer and fall will determine largely 
who shall taxed most heavily the 
next law and how much the burden 
that class will have assume. 

That, perhaps, requires explana- 
tion. simple. The House Rep- 
resentatives that will sit next Decem- 
ber enact new revenue measure 
composed 219 Republicans and 
216 Democrats. The Republicans, in- 
cluding the lone Farmer-Labor mem- 
ber from Minnesota, Mr. Kvale, will 
have bare majority, paper, 
three votes. That presupposes some- 
thing, too, that means sure, 
namely, that Mr. Kvale will vote with 
the Republicans. has not com- 
mitted himself. votes with the 
Democrats, the Republican majority 
the House will cut single 
vote. 

Even so, the Republicans, voting 
unit, then could organize the House. 
But suppose death intrudes the 
scene. What then? 

Death always has intruded the 
scene. There has been Congress 
within recent history where every 
man elected has taken his seat. 
seems reasonable assume, distress- 
ing may be, that the next Con- 
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gress will different that re- 
spect from its predecessors. 

Indeed, quite possible that 
death will toss the trembling balance 
the Democrats between now and 
December next. That .would mean 
Democratic organization the House 
with Mr. Garner Texas Speaker. 
also would mean Democratic ma- 
jority the next Ways and Means 
Committee the House, along with 
such majority other committees in- 
cluding the appropriations commit- 
tee (which controls the spending hand 
the Government). The next Ways 
and Means Committee will write the 
schedules the next revenue meas- 
ure, the bill containing the higher 
income tax levies that now 
appear inevitable, just 
the next Appropriations 
Committee will determine 
Federal spendings, both 
policy and size. 


Partisan Differences 


its surface this may 

not appear especial 
importance the larger 
fact, extreme im- 
portance. For the Demo- 
cratic taxing policy, far 
the larger taxpayers are 
concerned, radically dif- 
ferent from the Republican 
policy which has prevailed 
for the better part the 
past decade. 

The Republican 
has been lift the burden 
materially from the larger 
taxpayers order en- 
business enterprise and 
expansion; and place small 
share the tax burden the 
smaller taxpayers. The Democratic 
policy during the past ten years has 
been ease the burdens the small 
taxpayer first—almost their elimi- 
nation—and place the tax burden 
business and individuals larger 
affairs. 

Death likely decide which 
those policies will prevail the writ- 
ing the new revenue law. 

much for the political aspects 
the new tax law. Let now consider 
the first-named contingency, the 
prospective pick-up business dur- 
ing the remainder 1931. some- 
what more complicated factor. 
The span the Treasury’s fiscal year, 
which ends the middle the calen- 
dar year, adds bit the complica- 
tion. The volume taxes coming 
into the collectors’ offices this month 
based wholly 1930 
Twelve months must pass before the 
payment first taxes 1931 busi- 


ness. But from the 1930 returns may 
obtained fair index what may 
anticipated 1932. 

Income tax payments are made 
four dates: March 15, June 15, Sep- 
tember 15, and December 15. The 
first two payments now prospect 
will fall within the fiscal year 1931 
which ends June next. The pay- 


ments September and December 
will come within the fiscal year 
1932 which begins July 


Half Each Fiscal Year 


HUS half, approximately half, 

the income tax 1930 busi- 
ness will paid the current fiscal 
year and the remaining half will 
paid within the coming fiscal year. 
That leaves the fiscal year 1932 de- 
pendent for half its Federal tax in- 
come business conditions the 
calendar year 1931. 

Now general business throughout 
the country 1931 less volume 
and profits than was 1930, the 
tax yield, under present rates, obvi- 
ously will less also. And half 
the treasury’s tax revenues for the 
new fiscal year dependent busi- 


AMERICAN BANKERS ASSOCIATION JOURNAL 


ness conditions the current calen- 
dar year, the tax schedules this 
year’s business would have 
raised materially order avoid an- 
other huge deficit. present tax 
rates will not yield enough keep 
the Government going during the 
coming fiscal year, obviously those 
rates must increased. 

There would appear logical al- 
ternative except issue govern- 
ment notes bonds, long-term 
short-term, provide funds for cur- 
rent Federal expenditures. 

the other hand, business 
should begin pick once and 
continue improve, more revenue 
would flow into the treasury, under 
prevailing rates, the tax payments 
March and June, 1932, than the 
tax payments March and June, 
1931. that should occur, there 
would seem reason, the 
surface events, why there should 
any increase all tax levies. 

Unfortunately, the appearances 
here are all the Ex- 
amination present and prospec- 
tive treasury conditions dispels 

the impression, and 
leads the almost un- 
avoidable conclusion 
that even business 
should pick material- 
this year there still 
would treasury 
deficit hundreds 
millions dollars the close the 
next fiscal year. 

Here are conditions and the pros- 
pect: 


Generous Congress 


TREASURY deficit about 

$200,000,000 was forecast the 
White House when the budget was 
sent Congress last December. The 
size that deficit was predicated 
the assumption that Congress would 
make further expenditures than 
those provided for the budget and 
that the treasury’s income would 
equal expectations. 

Neither those assumptions has 
been verified. Congress -has appro- 
priated great deal money addi- 
tion budget requirements; and 
treasury income has not come 
expectations. Since last December 
the deficit, actual and prospective, has 
mounted steadily. The treasury state- 
ment February last disclosed 
excess spendings over income 
amounting not $200,000,000, but 
$297,000,000. That was about $100,- 
000,000 more than the estimated defi- 
cit for the entire fiscal year; and 
February 11, the fiscal year was but 
seven and one-half months gone. 

(Continued page 802) 
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Shall Banks Collect Deposits? 


FRANK SIMMONDS 


Deputy Manager, American Bankers Association 


Survey Covering Several Thousand Banking Institutions Indi- 
cates General Opposition Practice Going After Deposits 
Motor Car Messenger. The Common Verdict that Plan 
Hazardous and Can Classed Just Another Free 


ERTAIN services which have 

place whatsoever bank- 

ing practice have gradually 

become firmly established 
that somewhat doubtful whether 
they can ever entirely eliminated. 
The public—especially the banking 
public—has way clinging any 
favor bestowed, and does not take 
them long regard any concession 
once granted, not favor con- 
ferred, but right established. 
fact, banking service, particularly 
free, soon becomes the public 
mind part and parcel normal bank- 
ing procedure. 

recent years, practically every- 
thing banking has been subordi- 
nated largely the idea getting 
new business almost any cost. 
This policy has quite naturally led 
profusion generosity the part 
banks which has resulted the 
public becoming imbued with the no- 
tion expecting from the banker 
practically every service under the 
sun—and free that. 


Right-About-Face 


the policy banks today such 

give assurance that they will 
not become more deeply involved 
such “extraneous” service problems 
and resultant difficulties? How are 
banks meeting new demands for ser- 
vices this character? the light 
the information gained from 
country-wide survey 
cently, clearly defined 
these questions can given. While 
the questionnaire, sent out some 
400 clearinghouse associations, lim- 
ited its queries the subject 
lection deposits banks, the sig- 
nificance the investigation tran- 
scends the question the attitude 
bankers toward this matter alone. 

The survey touched the pulse 
American banking opinion and policy 
with respect the entire question 
bank services; and, state the re- 
sult word, found that bankers 
generally are carefully guarding 
against the further admission non- 
services. other words, 
the survey demonstrated what many 


Wagon Banking 


ecutive, his reply 
questionnaire, said 
that the policy bank 
sending motor car, ar- 
mored otherwise, col- 
lect desposits 
them back the bank was 
“like junk dealers’ 
Most the replies were 
such service. Opposition 
was based variety 
reasons, but positive 
unity viewpoint seemed 
run through all reasons 
—namely, that the plan 
should avoided. 


observers have felt late the 
case, namely, that compared with 
the mental attitude ten twelve 
years ago, the banking world has ex- 
ecuted complete right-about-face. 


Eight Questions 


following questions were pro- 
pounded clearinghouse officers: 


you believe the collection depos- 
its the customer’s door proper 
bank function? 

banks your city make such col- 
lections? 

so, are banks satisfied with the ar- 
rangement? 

Who pays for the service? 

Are deposits collected armored car 
messenger? 

banks refuse render this ser- 
vice? 

rule mutual understanding? 

you find requests for this service 
increasing? so, what cause 
you attribute this increase? 


746 


this writing replies have been 
received from 275 clearinghouse as- 
sociations. these are signed 
clearinghouse executives acquainted 
with the facts and familiar with the 
opinions and policies the members 
their associations, the survey 
covers several thousand banking in- 
stitutions, located every section 
the country. 

Replying the first question, “Do 
you believe the collection deposits 
the customer’s door proper 
banking function?” the almost unani- 
mous answer emphatic 
Only one said “yes,” while 274 said 
Sng?” 


Not Yet Wide Use 


the collection deposits 
accepted function only nine com- 
munities, that special limited collec- 
tions are made thirty-four towns 
and cities, and that the remaining 
232 cities reporting none the banks 
make any collections. 

The banks the nine communities 
where certain special collections are 
made seem satisfied with the 
arrangement. All other banks are 
either dissatisfied doubtful 
the desirability the plan. the 
majority cases the bank pays for 
the service which most cases 
handled messenger, though num- 
ber banks use armored car. 
some centers, the cost shared 
bank and customer. 

general, banks refuse render 
this service, though some communi- 
ties request for the service has 
ever been made. few banks, while 
expressing opposition the practice, 
confess that they extend the service 
few customers. 

nineteen cities the collection de- 
posits prohibited clearinghouse 
rule; numerous other centers, the 
restriction matter mutual un- 
derstanding. Requests for the ser- 
vice continue, but not increasing 
number, due largely the general 
opposition manifested.- Such requests 
are received arise, seems, from 
desire “for more free service,” for 
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the convenience afforded, and from 
the demand the part some cus- 
tomers for the “same service given 
other some cases the 
request prompted the fear 
hold-ups, the customers evidently be- 
lieving that the protection their 
deposits while route the bank 
more the bank’s concern than their 
own. 


Refusal Lost Accounts 


real meat the survey 
contained the comments which 
follow. Before offering these 
expressions, however, the 
from the president 
clearinghouse association 
embracing wide suburban 
territory New 
Jersey 
sented: 


aware, the collec- 
tion deposits 
has been 
taken officially. 

Personally know 

but one bank 

our territory that 

makes practice 

making collec- 

tion that man- 

ner. The deposits 

are collected 

single armed 

guard his own 

small automobile, 

mored car. bank, 
understand, pays for that 
have large number 

cases refused render 

the service mentioned. 

“Speaking for own 
bank, have consistently re- 
fused render this service, and 
not feel that have lost any 
accounts doing. 

“We have few depositors who 
make their deposits and collect 
their payrolls through the regu- 
lar armored car service their 
own expense, which rather favor, but 
feel that should furnish this ser- 
vice the expense the bank would 
going large unnecessary expendi- 
ture procure business, which would 
simply amount buying accounts 
price. 

“We also use the armored car service 
for making transfers the post office, 
preferring release ourselves any 
responsibility for either loss holdups 
and consequent injury any our em- 


The comments from clearinghouse 
officers which follow, selected more 
less random from the many re- 
plies various states, not only set 
forth the opinion bankers gen- 
erally, regarding the question the 
collection deposits, but they indi- 
cate the trend thought with re- 
spect all services which have 
rightful place banking practice. 

Arkansas—“We not look upon 
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such service with favor; think 
unreasonable and creates hazard that 
banks should not undertake.” 

time ago this mat- 
ter was discussed meeting the 
clearinghouse association, and was 
agreed among the members that this ser- 
vice would not rendered member 
banks. However, was not officially 
adopted clearinghouse rule. 

“The principal objection this prac- 
tice would the hazard transporting 


“Any cash today?” 


money from the customer’s place busi- 
ness the bank, being quite obvious 
that the bank must assume responsibility 
the time its agent takes possession 
the deposit.” 

California “Would strongly op- 
posed inaugurating this dangerous 
and unethical banking practice. The 
bank charter designates place business 
and hours during which business can 
transacted. the collection plan were 
adopted, would only short time 
before our clients would expect travel- 
ing teller’s window cash checks 
well accept deposits. practice 
this nature would undoubtedly also incur 
exorbitant insurance rate.” 

Colorado—“The risk should the cus- 
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tomer’s until the deposit the bank.” 

not consider that 
the duty bank collect depos- 
its for customers, this our mind 
another form gratuitous service which 
not warranted. not good bank- 
ing.” 

believe bad practice 
for banks collect deposits; this one 
more burden which banks can and should 
keep away from.” 

that this would assume 
additional 
service 
counts which prob- 
ably 
too much now. 
not approve 
the practice but 
occasionally make 
collections cases 
emergency.” 


Not Banking 
Function 


Indiana—“We 
not believe the 
practice. bank 
assumes sufficient 
responsibility when 
deposits are made 
the window—the 
care and proper 
use funds should 
occupy 
er’s thought.” 

Indiana “Our 
sociation has taken 
action regard- 
ing the collection 
deposits. How- 
ever, banks 
themselves have 
refused make 
collections. 
overcome the 
parking space ob- 
jection the banks 
are putting win- 
dows the alleys 
can drive 
the window and 

make deposits without getting out 
their car.” 

bankers want 
give all the free service they can 
regardless revenue bank. 
think very foolish ser- 
vice for employee bank 
pick after-hour deposits, 
the risk his her life. the 
customer must have such service, 
let him take the risk bringing 
the bank with night depos- 
itory.” 

Louisiana—“Practically the only. re- 
quests that are received come from na- 
tional concerns opening branch offices 
branch stores this city, and these con- 
cerns are quickly and effectively ‘edu- 
cated.’ This service that unnec- 
essary and decidedly vicious its re- 
sults, for inevitably indulged any 
extent would substantially increase the 
bank’s operating costs.” 

think objectionable. 
Competition soon makes universal. 
expensive the bank. case er- 
rors count loss transit, leads 
unfair responsibility part bank 
litigation.” 

this 
city forced banks into excessively bur- 
densome expense some years ago. Then 

(Continued page 804) 
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The Ministry Beauty 


the end the year 
the postman brought 
box bearing the postmark 
Cape Town, Africa. 

contained, perhaps, hun- 
dred little flowers, each with long 
stem like wheat stalk. 

After being 
immersed 
had been fore- 
warned they 
would, slowly 
opened up, 
ual im- 
maculate 
white, and 
such perfec- 
tion 
suggest 
that they had 
come from the 
shop down 
the street, had 
been plucked from 
meadow June. 

The wonder all is, that 
the days by, they retain 
their original beauty, and averred 
will hold that state for incredible 
period. their own country the 
Chincherinchees, they are called, 
are famous for the pertinacity with 
which they retain their beauty after 
being cut. 

What the message these strange 
flowers bring? (for phenomenon 
nature lost the beholder does 
not make more than surface appeal.) 
Why they hold their delicate beauty 
for long weeks while many thousands 
fade soon after being cut? that 
just accident nature has some 
well-defined purpose fulfill? 

One message might fairly that 


they suggest the possibilities char- 
acter-building humans. The char- 
acter many man and woman 
retains its beauty, and exerts its in- 
fluence for years, generations and cen- 
turies after the person has departed 
this life. The characters the great 
servants mankind in- 
definitely, still influencing the 
world onward and upward. 

seems that the strange 
flowers living after the vicissi- 
tudes six weeks’ ocean jour- 
ney have higher purpose than 

just excite curiosity. 

whom may in- 
terpret it, they speak 
the possibilities 
vice while 
live—of the 
possibilities 
any little 
bit good 
that 
flying out into 
the world, 
and 
fluence after are 
gone. 


fluence worth while ser- 
vice. the great forces nature are 
silent forces, there are millions 
highly useful men and women whose 
influence will live after them even 
though their praises may never sung 
public prints. 

But the characters they built, the 
service they rendered and the patience 
with which they worked—many 
them under adverse conditions—will 
light others after them along the way 
life. 

The ministry beauty more than 
fanciful function. 
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Recent Evolution Policy 
the Reserve System 


EDMUND PLATT 


Vice-President, Marine Midland Corporation and Formerly Vice-Governor, 


Federal Reserve Board 


Reins Controlling Credit Policy Being Held with Increasing 


Firmness Washington and New York. 1924 
Open Market Operations Followed Leadership New York 
Bank. Special Committee Facilitates Greater Coordination. 


ECENT policies the Federal 
Reserve System, with particu- 
lar reference the debacle 
October-November, 1929, 

and the business depression from 
which are still suffering, have been 
the subject much interesting testi- 
mony before the sub-committee the 
Senate Committee Banking and 
Currency, which Senator Glass 
the chairman, and Dr. Parker 
Willis the technical advisor. Until 
this testimony completed and pub- 
lished rather too early attempt 
any complete analysis recent trends 
evolutionary processes the sys- 
tem. However, one some 
tendencies that seem reasonably clear. 
shall refer chiefly credit policy, 
though some matters administra- 
tion are importance and may 
mentioned. 


System Lacks Traditions 


reserve system still young 

and has not yet had opportunity 
build body tradition which can 
regarded all certain guide 
its policies the future, though its 
formative period, about which Gover- 
nor Harding has written, 
past and the broad general guiding 
principles upon which must rely are 
well settled. The very structure the 
system with twelve reserve banks each 
law independent the others, ex- 
cept the matter currency, with 
central supervisory board Wash- 
ington, structure bearing certain 
resemblance our state and Federal 
governments, naturally leads some 
disagreements differences. 

The powers the board are more 
than supervisory, just how much more 
has never been definitely determined. 
The board has times rather fre- 
quently called upon its counsel for 
opinions with relation its authority, 
and few occasions opinions have 
been sought from the Attorney Gen- 
eral. perhaps natural that with 


Orchestration 


simply and chronolog- 
ically the evolution the 
Federal Reserve System 


and the events leading 
the market crash 


1929, witnessed from 
vantage point inside the, 
Federal Reserve Board. 
When the system was first 
organized, writes, each 
bank operated with mini- 
mum supervision from 
Washington. the inter- 
est harmony has been 
found desirable restrict 
certain ways their free- 
dom action. 


changing personnel the pendulum 
should swing now toward greater in- 
dependence the reserve banks, and 
now toward greater control the 
Federal Reserve Board. One the 
Federal reserve banks necessarily 
located New York, the financial 
center, and although the New York 
reserve district was purposely nar- 
rowed the original organization the 
New York Reserve Bank naturally 
and necessarily has resources much 
greater than any other reserve bank, 
resources fact amounting about 
one-third the resources the sys- 
bank” the European sense, and how 
far should the leader the 
system? 

Naturally the New York Reserve 
Bank the point contact with for- 
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Natu- 
rally also does central banking 
business with the great banks the 


eign central banking systems. 


city and the discount houses. Most 
foreign and domestic bills exchange 
come New York for acceptance 
for sale, though drawn finance the 
movement staple crops commodi- 
ties that may come from far the 
interior. The work the other eleven 
reserve banks useful and important, 
but most not central banking, 
has more effect the New York 
money market than local markets. 


Acts Fact Collector 


Federal Reserve Board has 

built excellent statistical or- 
ganization, which has pioneered 
some lines business reporting and 
up-to-dateness. This organization 
coordinates, tabulates and interprets 
the figures sent from the reserve 
districts through the Federal reserve 
agents—but the most important 
the reports come from New York and 
New York feels first the financial 
pulse the nation. not only 
natural but inevitable that most the 
proposals for change policy should 
originate the New York Reserve 
Bank, consultation often with Bos- 
ton, Philadelphia and Chicago, con- 
sultation generally with the Federal 
Reserve Board. Chicago does not al- 
ways agree with New York and the 
board now tends toward acknowledg- 
ing the natural New 
York and now tends the other way. 
times the board has been sharp 
conflict with New York, during the 
first half the year 1929, when the 
New York directors for months sought 
raise their discount rates from 
per cent, and order curb specu- 
lation the Stock Exchange, and the 
board week after week voted disap- 
proval. this instance the directors 
the Chicago Reserve Bank, and 
fact the directors most the re- 
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serve banks were substantial agree- 
ment with New York. 

Under the administration Gov- 
ernor Harding, the tendency 
the board was emphasize the in- 
dependence the reserve banks and 
regard the functions the board 
Washington chiefly supervisory. 
Under Governor Crissinger the ten- 
dency was toward the exercise 
greater power the board—the Chi- 
cago rate case September, 1927, was 
the outstanding example. One the 
by-products this period was 
effort toward centralized examination 
state member banks examin- 
ing force under the direction the 
reserve board. This involved consid- 
erable difficulties, friction with state 
authorities and opposition from sev- 
eral the Federal reserve banks, and 
was abandoned. 


Examinations 


Federal Reserve Act author- 

izes examinations all member 
banks, state and national, exam- 
iners under control the Federal 
reserve banks and also examiners 
under control the Federal Reserve 
Board. was apparently not expected 
that either the reserve banks the 
board would find necessary hold 
regular examinations duplicating 
superseding the examinations state 
authorities the Comptroller 
the Currency, but some states the 
reserve banks found necessary 
order obtain information upon 
which base extensions credit 
join with the state examiners, 
few cases take charge the ex- 
aminations themselves. This mat- 
ter that has been the subject much 
debate conferences the represen- 
tatives the reserve banks and 
the Federal Reserve Board. The ten- 
dency recently, down least the 
time the resignation Governor 
Young, has been depend more upon 
state examinations and reduce 
somewhat the examining forces the 
reserve banks. The board’s examining 
force examines Federal reserve banks 
and few foreign trade banking insti- 
tutions operating authority 
Section 25-A the Federal Re- 
serve Act, but does not examine 
member banks. 

the early years the reserve 
system there was little opportunity 
develop credit policy. The war was 
already progress Europe when 
the reserve banks were organized and 
the demand for supplies from America 
soon brought flood gold im- 
ports. The system had then way 
offsetting these imports gold and 
they naturally produced easy money 
conditions and rising prices. That the 
effect open market policy—the pur- 


chase and sale such securities 
the reserve banks were allowed deal 
in—was understood shown the 
following passage the board’s an- 
nual report for the year 1915, the first 
full year operation: prevail- 
ing money rates harden, they may 
policy the board encourage the 
Federal reserve banks through active 
purchases paper and the increase 
investments, release funds and 
thereby steady rates what con- 
ceives normal levels.” that 
time per cent the aggregate in- 
vestments held the reserve banks 
had been “obtained through open mar- 
ket operations Government bonds, 
warrants, acceptances and commercial 
paper,” but they were purchased not 
ease already too easy money 
market but obtain earning assets, 
support the infant acceptance mar- 
ket and carry out the provisions 
Section 18, for the gradual retire- 
ment national bank notes. Munic- 
ipal warrants figured the state- 
ment amount almost large 
Government securities—but the 
total resources the system seem 
ridiculously small comparison with 
later figures. 


War-Time Expansion 


entrance into the war and 

the floating the enormous 
issues war bonds forced tremen- 
dous expansion. Rates 
had determined Treasury 
needs, and there was opportunity 
check expansion inflation until 
after the Victory Loan 1919 was 
out the way. 

Questions involving the rate policy 
1919-1920 were fully explained 
Governor Benjamin Strong the 
Federal Reserve Bank New York 
and Governor Harding the Fed- 
eral Reserve. Board the hearings 
the joint committee agricultural in- 


quiry Washington August, 1921, 


and Governor Strong’s testimony has 
been preserved convenient form 
Dr. Burgess’s recent book. unnec- 
essary review the matter further 
than say that Treasury policy pre- 
vented the Federal reserve banks from 
advancing rates 1919 and the orgy 
speculation went unchecked until 


-1920 when successive sharp advances 


brought the New York and some 
the other reserve bank rates per 
cent. that they were well below 
open market rates, and the final ad- 
vances were not made until the re- 
serves the Federal Reserve System 
were dangerously close their legal 
limit. was not fair trial 
the policy controlling inflation and 
speculation rate advances. The in- 
verted pyramid inflated war and 
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post-war speculation was already tot- 
tering and the system received far 
more credit discredit for the result 
than was warranted. 

Some the same foreign econo- 
mists who declared that the 
Reserve Board had deflated the whole 
world were declaring few 
later that the board was performing 
splendid service for the world 
stabilizing prices. The storm politi- 
cal criticism, together with consid- 
erable change the personnel the 
board the administration 
dent Harding were doubtless factors 
producing hesitant attitude to- 
ward rate increases, and there was 
tendency employ the “hidden hand” 
open market operations, rather 
than changes rates for control 
credit, especially restraint was 
needed. 


Four Peaks 


HERE have been four peaks 

the holdings Government se- 
curities the Federal Reserve Sys- 
tem when the totals have been about 
above $600,000,000—1922, 1924, 
1927 and 1930. The purchases 1922, 
however, were not made under the 
leadership the New York Reserve 
Bank the board, nor were they 
made part planned policy. 
The Federal reserve banks, particu- 
larly those the interior found their 
portfolios rediscounted notes rap- 
idly dwindling during the period 
liquidation and their managers 
were mostly men experience 
commercial banking they naturally 
thought well invest some their 
funds Government securities or- 
der keep their earning assets from 
getting too low. They soon found that 
commercial banking experience was 
not good guide for reserve banking 
—for the funds released through the 
purchase 
were used pay off more rediscounts, 
and all they accomplished was 
change the character 
assets. 

Furthermore, when the Dallas, San 
Francisco other interior reserve 
banks purchased Government securi- 
ties they released funds New York 
New York market where 
such are bought and sold. 
was found that some them were 
bidding against each other the New 
York market such extent 
interfere with the operations the 
New York Reserve Bank, and also 
disturb somewhat the calculations 
the Treasury planning its quarterly 
refunding operations. order co- 
ordinate these reserve bank operations 
the first open market committee was 
organized the reserve banks under 

(Continued page 780) 
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Germany Pays Reparations 
Without Borrowing 


ROBERT CROZIER LONG 


Reich Demonstrates Solvency 1930 Meeting Young Plan 
Annuities Without Importing Foreign Capital. Net Borrowings 
from Abroad Previous Six-Year Period Totaled $3,500,000,000. 
Combined Foreign Debt Now Approximately $12,500,000,000. 


MPORTANT events take longer 

come public knowledge 

the domain economics than 

any other branch human ac- 
tivity. Reparations are one the most 
obscure domains applied economics. 
Probably few persons have observed 
that the year 1930 Germany paid 
her reparations debt entirely out 
her own resources, that is, means 
commercial export surplus sup- 
plemented with receipts 
ping and other minor international 
services. She ceased pay bor- 
rowing. 

Thereby Germany achieved what 
many distinguished economists have 
been declaring for six years was im- 
possible and inconceivable. Even the 
Dawes Committee, though 
scribed payment reparations 
means export surpluses the nor- 
mal method payment, shrank from 
predicting that sufficient surpluses, 
any surpluses all, would at- 
tained. left the question open. 


Surplus 1,580,000,000 Marks 


record 1930 shows 

that the denying economists 
were too precipitate. The year’s 
reparation account substantially 
follows: 
calendar year, which does not coin- 
cide with the reparations year (April- 
March), was 1800 million marks. 
This figure includes the service 
the Dawes loan and small liability 
under the Belgian mark agreement 
July, 1929. According the pro- 
report, Ger- 
many’s imports totaled 10,410 million 
marks, and her exports, including 
reparation deliveries kind, 11,990 
million marks. She had therefore 
export surplus 1580 marks. 
From shipping and other services she 
received net, excess her payments 
for the same purposes, 280 million 
marks. Her takings export 
surplus and services therefore totaled 
1860 million marks. This covered 


the whole reparations annuity, and 
left small sum over. 


The annuity falling the 


The Keystone 
ERMANY’S foreign 


trade balance the 
midst period swift 
transition from 
mous import surplus 
large surplus exports. 
Post-war developments 
have put Germany some- 
what the position 
keystone the interna- 
tional business and finan- 
cial structure. There 
tendency trade activi- 
ties center around the 
Reich’s efforts pay more 
than $500,000,000 yearly 
creditors. Mr. Long looks 
the future these pay- 
ments and sees ground 
for pessimism. 


This favorable development ought 
have created sensation those 
countries which are Germany’s cred- 
itors. But only unfavorable develop- 
ments create sensations. Although 
for years past Germany’s foreign 
trade, foreign borrowing, and balance 
foreign payments have indicated 
steady increase her international 
payment capacity, her every tempo- 
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tage. 


rary setback has caused panic her 
creditors and has been regarded 
casting doubt her solvency the 
future. 


Two Germany 


the past two years these panics 
twice; first, the spring 

1929 when the Young negotiations 
Paris seemed threatened with 
breakdown; and, second, the fall 
1930 when the Reichstag general 
election brought successes the ex- 
tremist and Communists. 
Both events led “confidence crises,” 
withdrawals foreign credits, and 
runs the Reichsbank. the first 
crisis the Reichsbank lost 800 million 
marks gold, the second mil- 
lion marks. Although the Reichs- 
bank easily replenished its reserves 
and was soon strong 
foreign investors suffered through 
the depreciation, only temporary, 
their bonds. And Germany suf- 
fered all the 
necessarily follow from the impeach- 
ment nation’s credit. 

But the two panics had advan- 
They accentuated certain con- 
ditions which were already operating 
against the further increase Ger- 
many’s foreign indebtedness; and 
thereby they supplied test the 
contentious question whether Ger- 
many, she ceased borrowing, could 
meet her foreign liabilities out her 
own resources. This test was suc- 
cessfully passed 1930. The net in- 
flow foreign capital was insignifi- 
cant. Yet Germany paid reparations, 
continued the service her non-rep- 
arations debt, and transferred her 
reichsmarks into foreign currencies 
easily 1927 when her net bor- 
rowings from abroad exceeded $4,000,- 
000,000. 

will shown here that the very 
favorable record 1930 was acci- 
dent; that Germany’s dependence 
upon new foreign loans and credits 
has been decreasing year year; and 
that although partial setbacks from 
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time time are probable, she will 
general pay her foreign debts with- 
out materially increasing, new 
borrowing, the capital sum the pres- 
ent debt. 


Items the Net Debt 


first question is: what the 
amount this present debt? 
The reparations liability known, but 
until the fall 1930 authoritative 
data the non-reparations debt ex- 
isted. The totals attained 
marily adding together the supposed 
borrowings individual successive 
years were misleading. Ignored 
the one hand were foreign claims 
Germany for corporation stocks, real 
estate, 
bonds; and also foreign participa- 
tions German industrial and com- 
mercial concerns. far these 
foreign claims involve remittances 
abroad for dividends, profits, rents, 
they are effective addition the 
loans and credits debt. Ignored 
the other hand were foreign debts 
Germany and 
and industrial participations abroad. 
This matter was first cleared 
November, 1930, when the Berlin 
Bureau Statistics published the re- 
sults special inquiry. the 
bureau’s return alternative limitary 
figures are given for all items which 
their nature cannot exactly de- 
and the truth lies some- 
where between the limitary figures. 
The first thing noted that 
the net foreign debt Germany, ar- 
rived deducting German coun- 
ter-claims, very different thing 
from, and very much less than, the 
gross German debt abroad. These 
figures are shown the accompany- 
ing table. 


only 36,112 million marks. The com- 
bined reparations and non-reparations 
debt therefore some 


marks, $12,500,000,000. The 


nual cost service this debt is, 
however, the material fact. 

The German non-reparations debt 
abroad not all interest bear- 
ing. According the bureau sta- 
tistics, the interest bearing part 
14,300 million marks, 2500 millions 
less than the mean estimate the 
total debt. The interest burden has 
rapidly grown consequence the 
increase the capital debt. Against 
must set off Germany’s interest 
receipts from abroad, but this has in- 
creased much more slowly than the 
interest liability abroad. Thus 
1925, the first complete calendar year 
under the Dawes plan, Germany paid 
for interest her non-reparations 
debt 326 million marks, but she re- 
ceived interest from abroad 320 
million marks, that the account al- 
most balanced. This 
sult was due the fact that she al- 
ready had considerable investments 
abroad (“capital whereas she 
had only begun borrow. 1929 
the interest-liability had swollen 
1255 million marks, but the receipts 
from interest had risen only 382 
million marks. The net liability 
abroad was 873 million marks. 

1930 the interest liability the 
non-reparations debt 
creased, but the volume new bor- 
rowing was very small, the increase 
was less than former years. The 
present (1930) figure estimated 
the Reichskredit-Bank 950 million 
marks net. the reparations an- 
nuity was 1800 million marks, 
the total sum required for service 
all debts was 2750 million marks. 


German Debts Foreign Debts Net Ger- 
Abroad Germany man Debt 
Millions Marks 
Long Term Debts ............... 9,300 8,300-8,550 
Stocks, Real Estate, etc........... 6,000 2,000-2,750 


The reparations capital debt 
Germany has the main only aca- 
demic interest, since repayable 
not declining interest and amor- 
tization annuities, but variable 
and for time increasing annuities. 
that Germans estimate $8,600,- 
000,000. The sum the Young an- 
nuities down 1987-88, including 
service the Dawes loan and the 
Belgian mark agreement, 116,047 
million marks, but the present value, 
basis per cent discount, 


Sources Funds 


HIS large sum had pro- 

vided the main either ex- 
port surplus new borrowing. 
Apart from these alternative resources, 
Germany had, however, the net yield 
from shipping and services. Accord- 
ing the official balance foreign 
payments, this net yield 1929 was 
342 million marks; but owing in- 
active foreign trade and 
declined 1930 280 million marks. 
normal trade years this item al- 


ways increases, though slowly, and 
may taken the next few years 
around 350 million marks. the 
yield from shipping and services 
deducted, the amount paid for 
service both debts was: 1927, 
1622 million marks; 1928, 2257 mil- 
lion marks; 1929 (when the Dawes 
annuity reached its highest point), 
3031 million marks; 1930 (as conse- 
quence the reduced Young an- 
nuity), 2470 million marks. 

Germany made these 
ments without difficulty. Although 
they involved enormous demand 
for foreign exchange, the reichsmark 
was often above parity below 
it, and the result the six years’ 
drain that the Reichsbank today 
holds 2216 million marks gold 
against 578 million marks Septem- 
ber, 1924, when the Dawes plan came 
into force. This satisfactory result 
was attained borrowing, not 
export surpluses. true that ex- 
port surpluses, greatly varying di- 
mensions, were attained 1926, 
1929, and 1930; but the large im- 
port surpluses the 
years are allowed for, the result 
passive trade balance the whole 
six years 4900 million marks. 

This was the main fact that deter- 
mined Germany’s balance pay- 
ments 1925-30. She had find 
gold foreign exchange not only for 
the service the reparations and 
non-reparations debts, but also 
order pay for the large surplus 
her imports over her exports. The 
two liabilities taken together consti- 
tuted the deficit her balance 
foreign payments which had 
made good import capital, or, 
put otherwise, borrowing. Ac- 
cording the writer’s calculation, 
which based the official annual 
balances foreign payments, the 
deficit the six years exceeded 
billion marks, $3,500,000,000. 


Each Year Different 


annual deficits the balance 

payments are given below. They 
vary enormously and first sight 
erratically that seems almost im- 
possible come any conclusion 
the general trend Germany’s 
payment capacity: 


Deficit Millions 
Balance 
Payments in: Marks 
1925 3,045 
1926 
1927 4,377 
1928 3,367 
1929 2,891 
1930 500 
Total 1925-30 14,265 


(Continued page 809) 
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Full Measure Trust Service 


Preservation Fixed Dollar Value Estate Only Part 


Fiduciary Responsibility. Expressed Terms Unstable Cur- 
rency Trusteed Property Might Suffer Severe Depletion Over 


ROF. IRVING FISHER 

Yale University discussed the 

vital services rendered trust 

companies the nation 
address delivered before the twen- 
tieth annual banquet trust men 
the Hotel Commodore, New York 
City, Thursday, Feb. addi- 
tion performing ordinary trust 
functions saw opportunity for 
trust companies join with the Fed- 
eral Reserve System helping solve 
problems inflation, deflation, booms 
and depressions. 

“Owing what have called the 
‘money illusion,’ the false assumption 
that dollar always the same,” 
said Prof. Fisher, have 
thought that when they safeguarded 
trust, they have fully performed their 
duty. submit that this not true. 

“Let illustrate the story 
lady who was left trust fund 
$50,000 1896, invested so- 
called safe bonds yielding about per 
cent interest. 1920, accompanied 
her visit well known trust 
company whose representative proud- 
told how carefully had ful- 
filled his trust. When told him that 
effect three-quarters the prin- 
cipal and the income had been lost, 
demanded explanation. 


Shrinking Dollar 


explanation was very simple. 

Between 1896 and 1920, the gen- 
eral price level had risen about four- 
fold. other words, the worth the 
dollar terms goods had declined 
that took four dollars 1920 
buy the same bill goods which could 
have been bought for one dollar 
1896. That is, every bond, mortgage, 
other security entitling the owner 
fixed number dollars had lost 
three-quarters its real value. The 
fall the dollar between the two 
dates mentioned, 1896 and 1920, was 
just real the fall the mark 
during and after the World War, 
which, you must know, defrauded 
every German bondholder. The only 
important difference was that the 
German bondholder: lost over per 
cent, while the American lady lost only 
per cent. What the bondholder 


lost, the stockholder, large ex- 


Period Years, Yet Keep Its Original Nominal Value Intact. 


tent, gained. Far-sighted investors 
like Hugo Stinnes kept their wealth 
invested stocks long inflation 
was going on. 

“For you, this means that the in- 
vestment departments trust com- 
panies should understand, watch, and 
act upon the trends index numbers 
showing inflation the quarter 
century ending 1920 deflation 
that some trust companies are alive 
this moral responsibility safe- 
guarding real values, and advise 
trustors relieve them the be- 
quest deed gift the restric- 
tions the kinds securities 
which the funds trust may in- 
vested. approve the proposal 
empower trust companies law 
invest moneys entrusted them not 
only bonds but preferred stocks 
and even common stocks. 


Long Term Trusts 


TURN now another great re- 

sponsibility and opportunity 
trust companies. This help im- 
prove the terms the trust which 
they accept, especially the perpetual, 
and other long term trusts. 

“Long term endowments include 
great and ever-growing portion the 
national capital and income. Just 
how important they are and how 
rapidly they are growing, unfortu- 
nately, not know because the 
inviolability which hedges about these 
grants, especially bequests will. 
Economists and statisticians are un- 
able present authoritative conclu- 
sions the extent the social 
and economic effects these endow- 
ments because few facts are available 
and complete study them has 
been possible. want make ap- 
peal you furnish with the 
pertinent facts, far you can 
without violating your trusteeships, 
order that knowledge may 
gained the effects bequests and 
long term endowments upon the dis- 
tribution wealth and social wel- 
fare. 

“Trusts have grown up, mushroom- 
like, until today large portion 
our national wealth held them, 
and the rate growth these trust 
funds rapid that many are 
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stunned the prospective concen- 
trated holding wealth trust. 
for instance, has been estimated 
that more than 450,000 estates valued 
more than $5,500,000,000 are pro- 
bated annually trust companies. 

“According Albert Rosen- 
shine, trust counsel for the Superin- 
tendent Banks California, court 
trust business California was 
$269,000,000 1928, increase 
37.4 per cent five years, while pri- 
vate trust business was $967,000,000, 
more than 100 per cent, the 
same period. Were the rate 
growth which Mr. Rosenshine cites 
the California private trust busi- 
ness alone continue unchecked, all 
the capital wealth the country 
would absorbed the trust com- 
panies California single gen- 
eration. 

“Mr. Rosenshine points out the 
perils this amazing expansion and 
admonishes trust officials that they 
must understand the tremendous im- 
portance their duties the public 
and render true and honest service 
the trusts are continue pros- 
per. says: ‘It perfectly ob- 
vious the rate growth continues 
that the great mass wealth the 
country going the hands 
the trust companies, and whenever 
that comes, seems there are 
not going any more trust com- 
panies.’ means that the Govern- 
ment will take them out private 
hands. 


The ‘‘Dead 


URING the Middle Ages grants 
perpetuity came called 
the ‘dead hand’ indicate that the 
hand the dead testator was still 
directing the affairs the living. 
“The notion generally 
without question that individual 
has natural right bequeath his 
property freely any person and for 
any object that may choose. 
fact, however, the right bequeath 
property not natural right, and 
was unknown the older. systems 
law. was not until the great Ro- 
man system law was developed 
that the right bequest was fully 
recognized. The abuse this right 
bequest England donors 


AMERICAN BANKERS ASSOCIATION JOURNAL 


March, 1931 


under the influence monks and 
priests led very serious conse- 
quences even early days. 

“The evil piling tax-exempt 
property the hands religious in- 
stitutions had become great 
early England that Edward forced 
Parliament enact the statute 
mortmain 1279, which limited the 
right individual bequeath 
lands and tenements perpetuity 
corporation, usually church re- 
ligious order. But this drastic, radi- 
cal legislation did not kill the clutch- 
ing ‘dead hand.’ estimated 
that just before Henry confis- 
cated the monasteries 1536, be- 
tween one-third and one-half the 
public wealth England was held 
these organizations. Leaving aside 
Henry’s motives for seizing the im- 
mense wealth these institutions 
there was grave need redistribu- 
tion the national wealth 
come that time. 

“It seems little realized that 
economic, social, and legal conditions 
the United States are favoring the 
growth perpetual and long term 
endowments accelerated rate, 
much faster than England else- 
where. 

“In far trusteed wealth 
well trusteed, can view its increase 
with equanimity even satisfaction. 
But the ‘dead hand’ has seldom ful- 
filled this condition. is, believe, 
possible for trust companies, under 
sufficiently 
remedy this situation. 
Too often, not quite generally, long 
term charitable endowments ultimate- 
become wasteful even harmful. 

“Mr. Ralph Hayes, director the 
Community Trust New York, re- 
lates the story the Andover Theo- 
Moses Brown, John Norris, and Wil- 
liam Bartlett founded this seminary 
1807 combat the damnable, irre- 
ligious heresies taught Harvard. 
They set creed which was ‘re- 
main entirely identically the 
same, without the least alteration, 
any addition diminution, 
the Sun and the Moon, forever.’ 
Every professor and member the 
board visitors was obliged recite 
publicly every five years the whole 
the creed from which quote the fol- 
lowing extracts: 


Incorrigible 


BELIEVE that inconse- 
quence Adam’s disobedience, 
all his descendants were constituted 
sinners; that nature every man 
personally depraved, destitute holi- 
ness, unlike and opposed God; 
that being morally incapable re- 
covering the image his Creator 


every man justly exposed 
God, His mere good pleasure, 
from all eternity elected some ever- 
lasting life that our salva- 
tion wholly grace; that means 
whafever can change the heart 
sinner, and make holy; 
that convincing our sin and 
makes partakers the benefits 
redemption that the wicked 
will with devils plunged 
into the lake, that burneth with fire 
and brimstone forever and ever.’ 


Dead Hand Removed 


ORTUNATELY, this ferocious 

fragment insufferable medi- 
eval intolerance destroyed itself. The 
Supreme Court Massachusetts after 
bitter trial ruled that the seminary 
could not amalgamated with Har- 
vard, the ‘damnable heretic’ which 
was created overthrow. said, ‘The 
Court has concern with the degree 
public advantage likely flow 
from the proposed affiliation, since 
the founders had looked forward 
modification their immutable 
views. And so, the seminary could 
not merge with any other institution 
and could not exist itself, died, 
which was perhaps useful thing 
ever did. 

“The story the New York lady 
who built bell tower and put 
some books for her little village 
church instructive. When she died 
thirty years ago she left perpetual 
trust some shares the New Jersey 
Zine Company, the income from which 
was keep the tower and bells re- 
pair and buy more books. Then came 
the World War and the dividends 
this stock went skyrocketing 
per cent. dividend 250 
per cent was made 1915 and the 
following year per cent was paid 
the multiplied capitalization and 
the income was 214 times the par 
value the original stock. This 
Aladdin income could spent only 
this tower and books stuff into 
it. Soon all the available space was 
filled, but still the unspent income 
kept piling until ten times the 
value the trust when made. The 
trustee tried get authorization 
from the court use the funds for 
something useful, but the court ruled 
that the trustee must confine his ac- 
tivities that particular tower and 
The trustee might revamp add 
the tower, but funds could 
used except under the particular roof 
that specific tower. 

“Stephen Girard was sturdy 
chant, but total failure social- 


economic prophet. gave away 
much wealth during his life, but 
nevertheless left the biggest fortune 
America his death 1831. 
bequeathed $2,000,000 and the resi- 
due his estate found Girard Col- 
lege, which stands perpetual and 
unlovely monument Mr. 
bizarre notions what education for 
‘legitimate, white, orphans’ 
should be. The endowment has ex- 
panded, but its usefulness has con- 
tracted. 1927 the total residuary 
college fund exceeded $77,000,000 and 
will soon pass the $100,000,000 mark. 

“The donor’s thoughtful care for 
his orphan beneficiaries manifested 
these words from his will: ‘No 
ecclesiastic, missionary minister 
any sect whatsoever shall ever 
admitted for any purpose vis- 
itor, within the premises.’ 

“Mr. Girard was equally specific 
the college curriculum. Having 
sailed the seas mariner, pre- 
sumed know that all ‘legitimate, 
white, male orphans’ should likewise 
sail the seas. therefore provided 
that practical navigation 
taught every orphan. There are 
adequate means which the trustees 
and faculty can modernize and hu- 
manize this pedagogical prison. 

“It unfortunate that our Consti- 
tution and the courts prevent lib- 
eral interpretation the terms 
any endowment unless specified 
that its terms are revocable. The 
Dartmouth College case, thanks the 
misapplied eloquence Daniel Web- 
ster, Dartmouth graduate, has fur- 
ther helped tie the hands trus- 
tees and legislators and even the 
courts themselves. matter how 
senseless, wasteful, harmful fixed 
grant may be, cannot changed 
unless practically impossible 
carry out the provisions made the 
donor. 


English Loophole 


England the courts 

vented neat bit judicial 
legislation known the doctrine 
cy-pres. Under this doctrine, when 
the courts find wholly virtually 
impossible carry out the directions 
donor, the court may graciously 
permit the trustees execute the 
trust approximately specified. But 
even this degree liberality al- 
lowed only when the courts can find 
some clause the bequest deed 
gift indicating general intention 
distinct from the specific purpose 
institution named. 

“In theory, the law compels you 
trustees keep faith, sacredly, with 
the wishes the dead. But, prac- 
tice, compels you betray him. 

(Continued page 797) 
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American “Banks” Before 1790 


FREDERIC EDWARD LEE 


Professor Economics, University Illinois 


Most Banking and Monetary Schemes Colonial Era Lived 
Only Long Enough for Their Paper Currency Issues De- 


teriorate. 


Parliament Began Requiring Charters 1714 But 


Genuine Commercial Banking Did Not Appear Until 1784. 


and careers the ancient 

Bank Venice, the Bank St. 
George Genoa, the Banks Barce- 
lona, Amsterdam, and Hamburg 
fact quite generally recognized. Even 
the staid and somber career the 
Bank England, founded 236 years 
ago, not without its romantic fea- 
tures. not generally known, 
however, that there was romance after 
fashion—certainly some comedy and 
considerable tragedy—attached the 
origin and development 
the American colonies. 

From the banking historians this 
country, notably Sumner, Gouge, Felt, 
and Bullock from the musty archives 
colonial historical societies; and 
from unusual sources such letters 
from army officers and from unknown 
little known individuals, pos- 
sible piece together the rather frag- 
mentary history banking within 
the United States and indicate the 
peculiar sense which the term 
“bank” was used the American colo- 


Early Meaning 


ROM the very beginning settle- 

ment the American colonies the 
term “bank” was, according Sum- 
ner, used the sense pile heap. 
meant simply “batch pile” 
paper money, issued either the gov- 
ernment corporation. The 
terms “raising bank” “opening 
bank” referred the operation 
small group individuals getting 
together for the purpose issuing 
and circulating “batch” their own 
unsecured poorly secured paper 
money. The same group might 
bank” different occasions. Thus 
the impression gained ground, and 


HAT there was romance asso- 
ciated with the establishment 


Gentlemen 


PRIVATE bank, organ- 

eral gentlemen Boston,” 
was typical the status 
banking colonial days. 
The organizers, besides be- 
ing gentlemen, were 


rather difficult financial cir- 
cumstances and, feeling 


need for ready cash, got to- 
gether and printed some. 
was practices this nature, 
writes Prof. Lee, which 
pre-Revolutionary 
banking reputation for fi- 
nancial legerdemain. When 
banking, the modern 
sense, did finally appear, 
was necessary keep bor- 
rowers under the strictest 
discipline. 


was last for nearly 150 years this 
country, that the essential function 
bank was that issuing notes. 

understand this position must 
remembered that was about this 
period—around the middle the 
seventeenth century—that the mys- 
tery banking was attracting con- 
siderable attention the world over. 
During the troublesome times the 
reign Charles the First, around 
1640, and the Commonwealth which 
followed it, the London goldsmiths, 
money 
and merchant houses, had necessity 
develop place and system safe- 
keeping for their money and valuables 
which were longer safe the 
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Tower London, following the raids 
Charles this treasure. Such 
companies and firms adopted the prac- 
tice keeping deposits for others 
along with their own valuables, and 
required only few decades dis- 
cover that the major portion such 
deposits were more less permanent, 
and that they could loaned out with 
comparative safety. 


Non-Metallic 


with this normal development 
there came also the notion that 
banks could some mysterious way 
create wealth and thereby add the 
wealth society. 1650 pamphlet 
was published London entitled 
Key Wealth, New Way Im- 
proving Trade.” The scheme sought 
establish new medium exchange 
the form paper credit. San Do- 
mingo had early 1638 introduced 
paper and leather currencies the 
place metallic medium. 

Probably the first reference such 
schemes the New World comes from 
the correspondence Governor Win- 
throp the Connecticut Colony, 
where early 1661 stated that 
was “considering some proposalls 
concerning way trade and banke 
without money.” even before 
this time, according report fur- 
nished the Colony 
Charles the Second connection 
with the difficulties the Colony was 
having relation the operation 
the John Hull, famous “Pine Tree 
Shilling” mint, some form “paper 
seem have been circulation 
prior 1652, the year which the 
mint was established. the Colony 
did not begin the issue government 
treasury “bills” until about 1690, 
assumed that such bills notes were 
the issues individuals groups. 
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Some uncertainty exists which 
the colonies had the distinction 
first adopting “banking” system. 
Del Mar, authority early Amer- 
ican currency, gives this honor the 
colony South Carolina, cites 
the case that colony the forma- 
tion Bank” 1675, which 
issued so-called convertible notes upon 
the security the landed estates 
the colony. the years 1671, 1681, 
and 1686 known that certain pri- 
vate banks land banks similar 
the one founded South Carolina 
were established Massachusetts, 
from which bills notes were issued 
upon the security “such real estates 


Lands,and personal estates Goods 
and Merchandises not subject per- 
ishing decay” the year 1686 one 
John Blackwell and six other persons, 
some whom were recent recruits 
from London, set land bank 
Boston which issued notes nominally 
payable coins and secured land. 

will recalled that land bank 
had been created England 1685, 
that the colonies were simply fol- 
lowing the theories and practices 
this field which were becoming cur- 
rent elsewhere. 

matter fact, William Pat- 
terson, who 1694, founded the Bank 
England, had spent some time 
the New England colonies during the 
preceding decade, “Scotch mone- 
tary adventurer,” agitating favor 
the establishment some kind 
colonial bank issue. almost 
goes without saying, course, that 
system paper currency based upon 
landed securities land values 
country like England the end 
the seventeenth century was quite 
different thing from what could de- 
veloped new country. pointed 


out many writers, land was the 


most abundant thing possessed the 
colonial societies, and they wanted 
utilize this some way security 
for the issue paper bills notes 
“banks,” take the place money. 


Charters Required 


LMOST all these earlier banking 
schemes apparently short- 
lived, the notes issued failed be- 
come acceptable the public and soon 
ceased circulate money. Trumbull 
states that all that known the 
John Blackwell bank 
first Chartered bank Massachusetts, 
made the anonymous author 
pamplet 1714.” This pamphlet 
records the fact that “Our fathers, 
about twenty-eight years ago, entered 


into partnership circulate 


notes founded security, 
stamped paper, our Province 
bills, which gave offence the gov- 
ernment the time this pam- 
phlet was published 1714 the En- 
glish authorities were beginning 
look with disfavor upon the creation 
such irresponsible banks, primarily 
for the purpose issuing paper 
money, that 1720 Parliament 
passed act forbidding companies 
individuals the colonies carry 
banking without charter. 

When the land bank scheme proved 
ill-adapted the American colonies 
“Joan banks” and private banks began 
take their place. The settlers had 
been used money economy the 
country from which most them had 
come. Their adaptation colonial 
environment was one retrogression 
—they gave monetary system 
exchange and reverted system 
barter. They needed capital badly 
that they were not willing put any 
their capital into money, which 
after all was “only tool 
But they could not forget their ex- 
periences money economy basis, 
and always felt the lack and 
its conveniences. they turned 
eagerly any scheme which would 
provide them with some form 
money acceptable 
medium exchange. 

orded that private 
bank was started 
“several gentlemen 
Boston.” writer 
the period says that 
these “gentlemen” 
Boston were, for the 
most part, “persons 
circumstances 
trade, such were 
possessed real es- 
tates, but had little 
ready money 


was apparently not un- 
common thing all this period for 
small group obscure individuals, 
many whom were without wealth 
property, get together and open 
thousand pounds notes and put 
them into circulation add the 
curse colonial government paper 
money which the colonial legislatures 
put into use following 1690. Other 
private banks were established 
Massachusetts 1733, 1739, and 
1740, and, according Bullock, were 
finally suppressed with great difficulty 
but not until after they had put con- 
siderable quantities their notes 
into circulation. 

second type bank which became 
familiar the colonies—or third type 
clear distinction can drawn be- 
tween the land bank and the private 
bank—was the loan bank. This type 
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Toward Control Affiliates 


GEORGE ANDERSON 


Efforts Establish Effective System Supervision for Security 
Affiliates Meet Wide Differences Opinion Among Banking 


Leaders. 


Contrasting Status State and National Institutions 


Appears Chief Obstacle Immediate Solution the Problem. 


solution the problem 

security affiliates depends final- 

the relation state and na- 
tional banking systems. That ques- 
tion looms larger and larger Con- 
gressional investigation the bank- 
ing and credit systems the country 
progress, and becoming more and 
more probable that when Congress 
acts the matter two years more 
hence will adopt legislation all 
these subjects far more radical than 
would have been thought possible two 
three years ago. 


Public Service 


OME the most prominent and 

successful bankers the United 
States not only defend these bank sub- 
sidiaries but declare that they are 
essential part service 
the United States under present con- 
ditions and cannot dispensed with. 
Moreover, there disposition 
question the fact that most these 
affiliates, like banks, are 
operated successfully, safely and with 
real service the public. But there 
has always been more less question 
the soundness the principle upon 
which banks enter into bond and in- 
vestment business any other busi- 
ness not strictly banking. 

Recent developments the banking 
and investment world, including 
list failures banks and affiliates 
under circumstances indicating actual 
fraud, have served crystalize this 
inchoate sentiment into well defined 
movement both Governmental cir- 
cles Washington and among con- 
servative bankers who realize the dan- 
gers which many banks not avoid 
and which are constant threat the 
wellbeing of, and public confidence 
the banking system the country 


whole. This movement toward the 


control not the abolition these 
has been given ex- 
pression particularly the hearings 
before the Senate committee under 
the chairmanship Senator Carter 
Glass investigating the banking and 
credit structure the country, but 
the discussion these hearings has 


Sidelines 


Board its summary 
facts about group, chain 
and branch banking, writes 
Mr. Anderson, brought out 
that important part 
this movement was the or- 


ganization 
companies. These affiliated 
corporations are designed 
carry almost every 
variety financial oper- 
ation including insurance 
and financing. rule, 
however, their 
ness deal stocks and 
bonds. This article descri- 
bes the crystallization 
sentiment Washington 
regarding this development. 


SSS 


been merely reflection reaction 
discussion banking, financial and 
economic circles generally which has 
been the result sudden realization 
that the country has major banking 
problem its hands. 

has been generally realized, 
course, that the development the 
system affiliated companies for 
dealing securities and the transac- 
tion business banks not strictly 
banking has been enormous but just 
how enormous one knows. pre- 
liminary canvass the national bank- 
ing system Federal authorities dis- 
closes the fact that there are 285 na- 
tional banks owning and operating 
affiliated companies which deal direct- 
with the public the purchase 
and sale securities. This list does 
not include trust companies any 
other corporations but embraces sole- 
those concerns which have been 
established for the purpose float- 
ing dealing the tremendous vol- 
ume securities, foreign and domes- 
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tic, governmental and private, which 
have come ordinary matter 
the financial life the country. 
one knows how many the great 
state chartered banks operate such 
subsidiaries. The total will certainly 
run large and will include almost all 
the banks the United 
States. 


Movement Not New 


movement 

control these subsidiary cor- 
porations and especially the securities 
companies affiliated with banks not 
new; has merely been given new 
impetus. For several 
years, fact even since the practice 
among large banks establish such 
subsidiaries became general, there has 
been more less criticism the 
tendency although there has been 
real attempt interfere with its de- 
velopment. far national banks 
are concerned, Comptroller Pole his 
testimony before the House Commit- 
tee Banking and Currency rela- 
tion branch banking year ago re- 
commended that such affiliates na- 
tional banks brought under the 
supervisory control his office 
order that, since the relations the 
banks and such companies are neces- 
sarily very close, his office might as- 
certain the nature their business. 
His idea was that close affiliation 
the stock the affiliated company 
with that the national bank may 
such affect the national bank 
should the affiliated company become 
any way involved.” 

This position was reaffirmed the 
annual report for 1930 and again 
his testimony before the Senate com- 
mittee January. Governor George 
Harrison the New York Reserve 
Bank his testimony before the 
Senate committee recently took sim- 
ilar_position. With respect pro- 
spective legislation significant 
that the subject early became im- 
portant phase the Senate commit- 
tee’s line questioning its wit- 
nesses and that witnesses unanimous- 
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questioning both the House and 
Senate committees went further 
that there were suggestions that banks 
and such securities subsidiaries should 
completely divorced. Committee 
members and other congressional au- 
thorities interested the ‘subject 
have shown strong inclination 
favor such action. the other hand 
former Governor Roy Young, 
the Federal Reserve Board, his 
testimony before the House commit- 
tee year ago, took the position that 
the practice had been developed over 
good many years and had gone too 
far “unscramble.” 


Experts Disagree 


the matter branch, group 


and chain banking the 


the authorities consulted the 
Congressional committees, especially 
more recently the Senate commit- 
have varied greatly although 
general they agree one two car- 
dinal points. the Senate committee 
hearing Mr. Charles Mitchell, 
chairman the board the National 
City Bank New York, thought that 
examination security affiliates 
ought made simultaneously with 
the owner banks and that the Comp- 
troller the Currency similar 
official ought have discretionary 
power watching affiliates rather 
than have them regulated pro- 
hibitory legislation. restriction that 
favored was that bank’s trust 
hibited from buying securities from 
the affiliate that bank. Mr. Henry 
Robinson the First 
National Bank Los Angeles fa- 
vored the maintenance affiliates 
banking houses necessary ad- 
junct the banking business,” but 
advocated concurrent examination 
with the parent institution’ the 
ground that affiliates are full 
danger. was especially opposed 
the free use bank loans 
affiliates.” 

Mr. Henry Davidson, president 
the Central Hanover Bank and 
Trust Company New York ap- 
parently did not favor the principle 
security affiliates for national 
banks, but thought that might 
hardship take them away. 
are subject abuse, true,” 
said. Bank the United States 
showed what can happen with them.” 
thought that they ought 
subject statutory regulation, rec- 
ommending that they examined 
the same time the parent institu- 
tion and that they prohibited from 
dealing their own stocks. Mr. 
Joseph Broderick, New York State 
Superintendent Banks, thought 


that officer bank should 
forbidden officer its se- 
curity affiliate; that bank and security 
affiliate stocks should separated; 
and that bank loans affiliates and 


investments their affiliates’ stocks. 


and bonds should limited 
per cent the affiliates’ capital. 


For Close Union 


direct opposition these opin- 

ions Mr. Albert Wiggin, chair- 
man the board the Chase Na- 
tional Bank not only 
but thought that, 
the service rendered the 
affiliate primarily for the bank’s 
customers, the directors the bank 
and the affiliate ought always 
elected the same stockholders; and 
that there should identity stock- 
holding interests the bank and 
affiliate that the bank’s stockhold- 
ers should participate the security 
business which might originate with 
the bank. However, ob- 
jection reasonable 
power exercised the Comp- 
troller the Currency with respect 
transactions between the bank and 
its Mr. Wiggin also thought 
that loans affiliates are 
limited each affiliate should treated 
unit and more than one cor- 
poration involved they should not 
treated and restricted group. 
Mr. Owen Young expressed doubt 
the propriety affiliates with 
banks, but thought that they did 
exist the ownership the company 
and the bank should identical lest 
there that divided responsibility 
which affiliates are designed avoid. 
also thought that there should 
much more examination and control 
and that examination affiliates 
should coincident with the exam- 
ination the banks with public state- 
ments the condition the 
affiliates. also called attention 
the handicap this would mean com- 
petition the security market, but 
thought that would necessary 
for bank with security affiliate 
suffer this disadvantage order 
operate the security field. 


All Shades Opinion 


HUS the testimony ran with wide 

divergence between opinions 
the propriety banks operating 
the security field through affiliates, 
but with general agreement that ex- 
amination and supervisory control 
the Federal authorities the case 
national banks and other. au- 
thorities the case state banks 
should exercised. nearly all 


the testimony given before the Senate 
committee and the various opinions 


bankers otherwise collated there 
recognition the principle 
that the affiliates banks are neces- 
the financing the large 
corporations the country and other 
important clients and the best 
means distributing bonds involved 
tention also was repeatedly called 
the fact that any restriction the 
operation affiliates national 
banks would work the 
the latter inasmuch there could 
such restriction upon state 
banks with which they compete and 
that any attempt control concerns 
affiliated with national banks carried 
the necessary implication that state 
authorities should have and exercise 


the same power relation banks 


organized under state charters. Since 
such cooperation between forty-eight 
states difficult not impossible the 
situation has served accentuate the 
feeling dissatisfaction among Fed- 
eral authorities and certain bank- 
ing circles with respect the diver- 
gent laws and practices affecting 
national banks competition with 
state banks and increase the sen- 
timent, apparent many quarters 
and repeatedly voiced Congressional 
hearings, that what the country needs 
united and single system bank- 
ing. 

The objections the 
tem bank connec- 
tions, brought out in, the hearings 
Washington and other discussion 
Federal authorities, are many and 
varied, but general may grouped 
under three heads. The first these 
the actual possible investment 
bank funds securities brought 
manner prejudicial the soundness 
the bank. They especially refer 
the temptation tendency 
banks invest trust funds securi- 
ties handled the subsidiary the 
prejudice such funds. Included 
this group objections are such 
the legal right bank charge 
commissions the investment_ 
trust funds securities the sale 
which, through its subsidiary, 
makes profit. second group 
objections relates the manipulation 
the stock the bank itself through 
its securities company. was pointed 
out the hearings that although 
national bank not allowed law 
own any its own 


investment can, present, through 


trol its own stock, forming self 
owning corporation the manifest 
prejudice the double liability 
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Poor Relief Laws Make Paupers 


CLOYD GILL 


Problem Old Age Pensions and Charitable Relief One for 


Banking and Industry, Not for Politics. 


Nation Can Have 


Many Destitute Citizens Willing Pay for. Motive for 
Such Legislation Perhaps Good but the Effect Devastating. 


WELL-MEANING 
old age dependency, with 
knowledge compound in- 
terest and the reliance 
industry banking institutions, of- 
fered, some time ago, group 
industrialists, what regarded 
perfect plan for insurance against 
want middle age and old age. 
The scheme called for legislation 
requiring parents deposit, subject 
government supervision, $100 
cash, for each child, date birth. 
Funds created would distributed 
among national banks, loaned 
industry. After reaching middle 
age, the beneficiary would collect the 
accrued interest and enjoy 
maining years comfort. 

The author the plan made 
suggestion whose effort would 
create wealth added the prin- 
cipal merely envisaged huge 
sums for investment; saw accu- 
mulated profits being doled out 
man woman after certain num- 
ber birthdays had been observed. 


Darker Side 


motive was applauded, but 

the plan had weak point—it 
would destroy all incentive for thrift, 
frugality and individualism; would 
curb initiative, demoralize industry 
and producé nation weaklings. 
The system would, ultimately, im- 
poverish the entire population. 
impoverished people 
poverished state. 

And yet, the Congress the 
United States and numerous state 
legislatures are seriously considering 
many types legislation providing 
blanket unrestricted poor relief 
and old age pensions which contem- 
plate the same ends and carry the 
same dire potentialities the above 
criminatory, making provision for 
study individual cases. im- 
possible divorce social legislation 
for the aged from social legislation 
for the unemployed worker. Like- 
wise, neither can studied without 
giving thought the poor all ages. 

When New York’s old age relief 
law (erroneously referred some 


Salvage 


writer sees pov- 

erty and destitution 
challenge our industrial 
and financial system which 
must inevitably met. 
sees great mass 
human capital going 
waste and believes that 
the “double duty” the 
employer and financier 
salvage 
steps and makes pauper- 
ism 
doles and pensions. few 
years ago, writes, the 
average life was years; 
now 58; eventually 
may 68. The problem 
old age relief, therefore, 
grows more acute each 
decade. 


old age pension law) became 
effective Jan. 1931, grants cash 
were made 16,026 persons over 
seventy years age. least 5000 
those applying for relief were 
forced so, because some member 
the family, owing business con- 
ditions, was unemployed. The New 
York law provides relief varying 
sums, fixed local adminis- 
trators. The average check for 
ary was for $34.08. The total cost 
1931 will about $4,000,000. The 
least $10,000,000 annually. 


Causes Poverty 


OME the most common reasons 

experiences those asking relief, 
were investments, endorsements 
bad paper, wild speculation and ir- 
responsible and unchartered institu- 
cant frankly admitted that went 
against the advice his 
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Delaware the latest state 
enact old age pension 
was passed Jan. 29, 1931, the 
state legislature, and carries ap- 
propriation $200,000 for the first 
year. assumes responsibility for 
the 1400 persons who have, for more 
than year, been cared for Alfred 
Pont from his own funds. Pen- 
sions will range from $25 
month. 

Thirteen states have some form 
old age pension law. Few have given 
thorough test. most cases the 
minimum age seventy years, 
New York. bill pending re- 
duce the limit sixty-five years. 
have sought give individual relief 
according individual needs, but 
this policy variance with the de- 
mands most pension advocates who 
say state funds should available 
all persons beyond certain age. 


Montana’s Experience 


“HE public old age pension law 
the United States has been longest 
operation Montana. was en- 
acted 1923, its sponsors claiming 
would reduce the cost the poor 
farm, contract farm and outside poor 
relief. The result has been quite the 
contrary. twenty-eight Montana 
counties, the cost poor relief, exclu- 
sive old age pensions, increased 
from $246,586 1925 $486,234 
1929. always follows that old age 
pension legislation tends make pov- 
erty respectable. When the state offers 
something for nothing there are al- 
ways plenty takers. 

lay much stress what the British 
Government has done for its aged and 
add that “Denmark led the world 
instituting non-contributory pen- 
sion system for the aged.” Den- 
mark, the pensioners increased from 
76,933 1910 114,303 1923. 
About per cent the entire male 
population over sixty years age re- 
ceived support while for women the 
proportion was per cent. 

bitter experience 


| 


menting with public old 
sions. 1908, when the law became 
effective the number persons re- 
ceipt poor-law relief was 22.1 per 
1000 the estimated population; 
1911, the number was 24.8 per 1000. 
The situation was reaching the pro- 
portions national scandal. Then 
came unemployment insurance, which 
its advocates insisted would solve the 
problem poor relief. Yet, 1925, 
the number receiving poor relief had 
increased 31.7 per 1000; Janu- 
ary, 1926, was 37, reaching 
January, 1927. Straight pensions 
paid 1914 went 370,000 persons 
and 1928 850,000. 

Students the system England 
declare has made the people jump 
the first opportunity, rather 
than seek last resort. has 
corrupted and degraded people who 
might otherwise honest. One so- 
ciologist says the system socially 
dangerous 
and, financial sense well-nigh in- 
tolerable.” 

Germany’s experience has been that 
the cost poor relief steadily in- 
creases with the passage social 
legislation behalf the poor 
aged. Old age pensions are more ex- 
pensive than local relief, because they 


AMERICAN BANKERS ASSOCIATION JOURNAL 


“The Social 


are given larger number per- 
sons. 

States with old age pension re- 
lief systems are: California, Colo- 
rado, Kentucky, Maryland, Minnesota, 
Montana, New York, Nevada, Utah, 
Wisconsin, Wyoming, Delaware and 
Alaska. Generally, they provide for 
day. Scarcely 10,000 aged were 
their rolls the beginning the 
present year. 

Since the theory behind all old age 
pensions force here and Europe 
that the beneficiary qualify 
pauper the benefit assumes the form 
pure dole. Experience has shown 
that some persons will dissipate 
whatever savings they have order 
qualify. 

Direct relief, provided the 
New York law may said, the 
last analysis convert the home 
the average beneficiary into alms- 
house. Since there are about 2,000,- 
000 persons over sixty-five years 
age who look others for support, 
public old age pension law nationally 
administered, would have the effect 
establishing quasi-almshouses every 
community the nation. 

The average American almshouse, 
controlled counties states, 


and supported out taxes, bears 
unsavory reputation. referred 
another our national dis- 
graces. The Census Bureau 
figures 1922 showed almshouse 
population 78,090; was increas- 
ing. this number, 2045 were re- 
ported insane; 12,183 were feeble- 
1066 epileptic 3045 blind, 524 
deaf-mute, and 15,415 crippled. Ob- 
viously, then, almshouses are far from 
being merely homes for the indigent 
aged. The average cost, for the na- 
tion, maintaining inmate 
$334.64 per year, which about the 
same cost old age pensions under 
the present and pending laws. 

Taxpayers the country were pay- 
ing, nine years ago, $28,740,535 an- 
nually for the support almshouses. 
There were 2183 them. the 
aggregate, they occupied 345,480 
acres land, then valued $42,254,- 
178. The total investment, including 
buildings and equipment, was $150,- 
485,235. These figures have steadily 
increased since the last government 
survey. Paterson, J., con- 
struction has been started county 
almshouse cost $750,000 and house 
400 persons. 

addition there are 
the United States 1268 homes for 
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the aged, owned operated largely 
religious bodies, private groups, 
fraternal organizations the 
states. The value these properties 
represents investment several 
hundred millions dollars. 


Higher Taxes 


ASED the experience other 
nations, public old age pension 
laws, made general, would not cure 
the condition that necessitates these 
institutions—it would only aggravate 
it. Any legislation must re- 
garded the light what will 
cost taxes. prop- 
erty has about reached the maximum 
effective levy. The 
would increase the tax 
intangibles. Some increased 
taxes savings and high tax 
surplus. Others want wages taxed. 
Unemployment 
means wage tax. The 1931 tax as- 
per cent. 

The average tax realty 1930 
all American cities 500,000 
population, and over, was $24.71 per 
$1,000 assessed valuation. This 
was increase seventy-six cents 
over 1929. Through the medium 
its tax-raising machinery, the govern- 
ment, support its far-flung bureau- 
cratic activities, creating old age 
and potential beneficiaries for old age 
pensions tragic rate speed. 

meet increased tax 
costs, are their per- 
young workers, speedy 
workers, workers not over 
age. this course fails 
yield sufficient income, improved ma- 
chinery must installed replace 
men, the middle-aged being the first 
released and made subject for 
poor relief. jobless man ages rapidly. 
pension plan that covers only 
those past sixty, sixty-five seventy 
years age can appreciably relieve 
destitution, and when exists. 

Could public old age pension law 


tering wedge for complete system 


social legislation? The experience 


other nations shows the 


first step. Pauper legislation al- 
nation can have 
pay for. 

should take into account that more 
than 10,000,000 women 
ployed today, whom 2,000,000 are 
married. increasing number 
them are entitled industrial pensions 
under more than 400 company plans. 
These industries are paying out, an- 
nually, more than $50,000,000 old 
incapacitated former employees. 
About 5,000,000 workers are insured 


AMERICAN BANKERS ASSOCIATION JOURNAL 


and 100,000 have been pensioned. Be- 
cause the heavy turnover labor, 
thousands workers not enjoy 
pension benefits, due their failure 
remain with any one employer long 
enough qualify. The majority 
plans require ten years more 
unbroken service. believe re- 
ciprocal plan which would permit 
worker credit for service one 
several plants would much solve 
the problem. 

The cost dollar day dole, 
old age pension, would cost, for 
the first year, about $589,663,000, ac- 
ticians. And this would cover only 
those over sixty-five years age. 

large per cent our population 
pension rolls one kind an- 
other. They include pensions for 
military service, retirement systems 
for judges, school teachers, civil ser- 
vice workers and many classes 
municipal, county and state employees 
and former employees. There were 
464,257 pensioners the payroll 
the United States the close the 
last fiscal year. These include Civil 
War War 
pensioners—veterans and widows. 


More Ex-Soldiers 


veterans the World War will, 
within decade, their 
forties—the majority will over 
fifty years age. They will repre- 
sent more powerful political force 
they grow older. They will be- 
come more dependent with advancing 
age. They must reckoned with 
any public pension proposal well 


_as legislation providing unemploy- 


ment insurance. The bonus demand 
the present time warning. 
The Veterans’ Bureau bill will 
approximately $1,000,000,000 this 
year. rapidly climbing and re- 
strictions are being removed. 

stationary population forecast 
for the United States the end 
another two generations. The num- 
ber old people increasing. There 
are, each year, fewer young people 
and more middle-aged 
people. Families are growing smaller, 
which means fewer children. Family 
ties are less vital and binding than 
formerly. The divorce rate in- 
creasing. Women are becoming freer 
they please. Another gen- 
eration will see most them em- 
ployed and institutions that pro- 
vide pensions for employees. 

family ties are broken, children 
and step-children, with the responsi- 
bility caring for aged parents 
grandparents them, are quick 
turn relief agencies assist them 
assume the entire burden, can 
had without cost them. 
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man without dependents has been 
told must accumulate $18,500 be- 
fore forty-five, would have 
income $100 month for the 
remainder his natural life. in- 
dustry, meaning employers generally, 
does not pay the worker wage suf- 
ficient accumulate savings ac- 
count afford him this modest in- 
then who will? 

Should banker, approached 
industrialist for loan for his busi- 
ness, insist guarantee from the 
borrower that high will 
paid the plant affected and that 
least fifty weeks work will pro- 
vided each calendar year for the 
worker? 


Yesterday’s World 


industry does not pay ample 
wage, nor provide company pen- 

must, 
the end, through added taxes and 
den costs, support its own and prob- 
ably other retired 
and the cost may greater than 
living wage would have entailed. 

The problem the indigent aged 
today not the same will 
another decade. old 
people today were born between 
1850 and 1860, when this was the 
sickliest nations. The span life 
then was thirty-seven years. Today, 
through the instrumentality sci- 
ence, medicine, invention and educa- 
tion, the span fifty-eight years. 
This generation may see born, judg- 
ing known facts, men and women, 
most likely the latter since women 
live longer than men, whose average 
life will even longer. pending 
old age pension legislation enacted, 
there will persons who will em- 
ployed industry fifteen twenty 
years, but will draw pensions for much 
longer periods. 

Any legislation this time, emer- 
gency otherwise, that contemplates 
dollar dole old people, would 
purely emotional character and 
would not solve the problem the 
destitute man woman all ages. 
would only add the staggering 
burden the taxpayer and cultivate 
new vices among the people. 

There are 22,200,000 persons forty- 
five sixty-four years age the 
United States. The majority them 
are seeking work or, employed, 
constant fear losing their jobs 
younger men, women ma- 
chines. Many them, out work, 
are destitute. Some scheme sal- 
vage this great mass human capi- 
tal, well relieving the distress 
the very old, seems be.the double 
duty the banker and the 
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“Overlooking the 


BANK official who does not use his powers 

observation not doing his full duty the 
opinion Federal Judge Francis Caffey. sen- 
tencing young woman who while acting assistant 
cashier had stolen $42,000 from bank Westchester 
County, Y., criticised the bank officials for fail- 
ure detect the theft when the evidence was 
sight. 

“If they had been duly said, such 
thefts could have occurred under their noses. was 
small bank small community with only three 
four employees. Yet took them two months 
make their discovery that something was wrong. 


“Even the purchase automobile for $1,150 
their home town, well home there, did not 
arouse them, though such incidents would have at- 
tracted their notice had they been diligent. There 
was ample opportunity discover these 


The Discount Rate and Credit Control 


the witnesses recently testifying before the 

Glass Committee revived the proposal that the 
discount rate kept constantly above the market 
rate. The intent obvious. banks lend more 
funds than they have hand necessary for 
them resort their reserve banks for the excess. 
compelling the applicant pay rate higher 
than that which will able realize from his 
own client, such borrowing will rendered unprofit- 
able and the instinct inflation will checked be- 
fore can get under way. 

The theory has been borrowed lock, stock and barrel 
from the English money market. Although the Bank 
England active and direct participant that 
market extent not permitted our reserve 
banks and operates under conditions quite different 
from those prevailing this country, the efficacy 
this weapon deterrent unwholesome expansion 
has always been questioned. 

safe say that bank this country ever goes 
its reserve bank borrow definite sum which 
turn loaned client higher rate. The bank 
first extends the granted credit the applicant 
its own books. Whether the bank will subsequently 
compelled borrow from its reserve bank the full 
amount loaned the successful applicant depends 
number involved factors. the client draws 
his credit and makes payment another depositor 
the same bank transfer credits takes place 
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the books the bank, but credit actually departs. 
The net effect the transaction far the bank 
concerned that its paper and deposits have been in- 
creased approximately similar amounts. The only 
occasion for borrowing from the central bank will 
obtain the added reserves made necessary 
greater deposits. Assuming that such transaction 
can isolated, will rediscount rate per cent 
applied loan thousand dollars restore im- 
paired reserves prevent loan $15,000 client 
per cent? This merely one great variety 
eventualities none which can predicted 
the borrowing banker. Incidentally what the “mar- 
ket rate” this country even single Federal 
Reserve District for that matter? 


Bread Cast Upon the Waters 


issue Congress has provoked the sober ap- 

prehension the American people has the 
proposal for the wholesale relief war veterans. 
The unanimous and vigorous condemnation this 
measure the business and financial leaders the 
nation changed the earlier determination Con- 
gress, but did not deter from the arbitrary impress- 
ment capital needed constructive revival. 

The incident not without its lesson. ad- 
mirable example false philosophy diffused short 
sighted self-interest returning exact retribution 
from the intended beneficiaries. The man the 
street has been assailed pleas abjure thrift and 
“buy now.” This, has been told, the talismanic 
formula salvation. Embrace and the clouds 
depression will dissipate and reveal once more the 
azure blue prosperity. This chap listened and 
did some thinking. that the solvent depres- 
sion let then apply liberal dose. little bit 
this specific good remedy, then great 
should much better. that sound advice 
for individual, then should sound for the 
nation. With true American zest for doing things 
large scale Congress was importuned give 
immediate practical application the doctrine high 
powered consumption. 

What labor love for Congress! sooner did 
proceed consideration these instructions 
than solemn warning came from the country’s busi- 
ness leaders. The counsel highly impregnated 
with wisdom for the individual was fraught with 
grave perils for the nation. possible that the 
title this counsel wisdom the first instance 
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Confirmed Last 


more one reflects upon its full significance, 
the more important becomes what may now 
called the Eugene Meyer incident. 

Mr. Meyer was nominated President Hoover for 
the governorship the Federal Reserve Board because 
his eminent qualifications and his long experience 
finance, and yet for apparently other reason 
than that was and qualified, the confirmation 
the Senate his appointment has been long de- 
layed. Meanwhile, has been obliged defend 
himself from criticisms which obviously have more 
stable foundation than unreasoning prejudice. 

Had Mr. Meyer not been qualified for the position, 
but instead had been offered one with utter 
innocence finance but working knowledge the 
soil, his confirmation might have been accomplished 
with dispatch. 

The deep significance the delay confirming the 
appointment just this: 

That’s the way that Russia has been reported 
have been doing things—penalizing men for possess- 
ing knowledge, sending the intellectuals menial 
tasks and putting into places authority “friends 
the who have rattled around those 
places like stones tin cans. 


Make Haste Slowly 


WEN YOUNG has made the interesting and 
somewhat startling suggestion that all the com- 
mercial banks the country forced under the 
canopy single regulatory body residing Wash- 
ington. calls attention the anomaly sys- 
tem national banks competing with diverse sys- 
tem state banks. makes the suggestion the 
interest simplified regulation and believes that 
will give safer and more efficient banking system. 
Certainly whatever Owen Young has say merits 
great weight. Everyone will agree that anything 
which will reduce the current mortality our banks 
and afford depositors greater protection desirable. 
But not possible that the means suggested will 
not assure those ends and that they may produc- 
tive evils far greater than any the benefits which 
may accrue? 

Some our states have made excellent progress 
the improvement their bank codes. Our present 
experiences are causing many other states examine 
their banking statutes with view correcting de- 
fects now appearing the light, and the states are 
entitled opportunity place their own houses 
order. 

anyone familiar with the distressing ramifica- 
tions remote control exemplified Washington 
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regulation the proposal submit American banking 
toto the direction eight men, all whom must 
first win the approval the United States Senate, 
not alluring. 


Four Adverse Conditions 


HERE are four adverse conditions trends that 
confront more than one small-town bank. 

First. There too often the part the personnel 
the bank divided interest. The dominant officer 
sees business opportunity outside the bank itself 
and takes advantage This enterprise may 
character divert business from the bank com- 
munity which has little enough banking business any- 
how, but the officer overlooks that feature his com- 
munity’s resources and after having embarked 
side-issue naturally does his best make success 
it—to the detriment the bank. 

Second. There instalment buying. insti- 
tution instalment selling seems have successfully 
weathered the storm the last two years far better 
than many observers thought possible. But in- 
stalment buying has, quote small-town banker, 
“played havoc with great many bank accounts. 
seems that most everyone who can get together enough 
funds make the initial payment car purchases 
one and mortgages his future income for ten fifteen 
months finish the payments. The bank keeps books, 
but further than this these people have use for 
the bank.” 

Third. There the lowering price level command- 
ing the attention the world large economic 
phenomenon and especially perplexing the banker 
stern actuality his own door step. com- 
munity where livestock, for instance, the principal 
industry fifteen-cent wool and five-cent lambs create 
baffling condition, for sheep men cannot operate 
profit those prices. Naturally, the ranchmen look 
for better times and carry with the hope that the 
upward turn soon made, but meanwhile the 
bank cannot expect much from them. 

Fourth. There the mounting total taxation. 
“We think the country whole going the ex- 
treme writes banker, “and unless 
halt made difficult see where the thing will 
end. Taxes are increasing out all proportion 
income and population, and doubtful increased 
government spending this time will eventually help 
matters, for means more taxes, and while the relief 
will temporary for the unemployed not see 
how can lasting benefit.” 

Not very bright picture, but each these trends 
carries along with some power correction—of 
restoration normal. 


One Way Save Bank 


Mississippi Institution with Two Branches Issued Ultimatum 
Nervous Community Declaring that Run Would Not 
Tolerated. Announced That Business Would Continue Usual 
But That Requests for Money Must for Current Expenses. 


Bank Tupelo, Mississippi 

and two branches neighbor- 

ing towns, hit back gossip 

recently with full page news- 
paper announcement saying that with- 
drawals uneasy depositors would 
suspended for the good the com- 
munity until further notice. The bank 
took the position that its condition 
was thoroughly sound but would not 
long remain false rumors were 
allowed circulate unchecked. 
document considerable length and 
the bank’s officers’ determination, 
the board directors sponsored 
declaration the effect that the con- 
venience individual depositors was 
less important than the welfare the 
community. 


There But One Way 


FEW paragraphs are quoted be- 

low showing how this one bank 

answered siege with direct fron- 
tal attack: 

“There but one way that The Bank 
Tupelo can closed. That way 
for its depositors attempt with- 
draw their deposits. not intend 
that this shall take place. know 
that the minds depositors banks 
are uncertain. The trouble that 
one depositor does not know what the 
other going and, therefore, 
becomes frightened and each seeks 
what they think safety for them- 
selves, regardless the broader con- 
sequences. Each and every depositor 
this bank entitled know that 
she being accorded exactly the 
same treatment every other per- 
son. 

“We have decided that cannot 
permit the deposits (particularly time 
deposits) this bank and its branches 
withdrawn (except stated be- 
low) until conditions have righted 
themselves. 

* * * 

“We ask that you not seek 
give notice that you will withdraw 
your money some future date, be- 
until conditions are composed 
and safety provided for everyone, 
shall not accept notice gov- 
erned thereby. 

“When you deposited your money 


you did for your own safety 
and because you had confidence 
the management the institution. 
When you did this you placed upon 
the management the responsibility for 
preserving that safety and deserv- 
ing your confidence. And neces- 
sary for live that respon- 
sibility, even doing appears 
the unthinking that are acting 
arbitrarily. You brought this respon- 
sibility us, therefore, half that 
duty yours. You can meet your 
half the duty cheerfully accept- 
ing our plans and helping carry 
them out. you this, will all 
safe the end. you not 
this, then the entire responsibility 
yours. know the course safety 
for all. 


“You not want your money un- 
less you think the other fellow going 
take his from the bank. You can- 
not control what the other fellow does 
nor can control what you do, there- 
fore, say, and you surely can see 
and understand, that our re- 
sponsibility act for both you and 
all you, the end that we, you and 
the country whole may saved. 
This intend do, and this our 
announcement that intention. 

“We want make plain that 
not intend interfere with the 
normal and legitimate transaction 
business. 

* * * 

“It our sincere hope that our 

friends and depositors will realize why 
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are taking this unusual step and 
that they will not hinder our work 
with unnecessary discussions and ar- 
guments. 

* * * 

“We cannot and not intend 
permit those men this courage- 
ous thing protect our section and our 
people, and then permit the smaller 
depositors undermine the strength 
this bank, the risk those men 
and the many other depositors this 
bank who have gone their way con- 
fident and undisturbed. 


What Would the Community 
Be? 


HAT would this community 

without bank? What would 
property worth, what would busi- 
ness worth? the banks now 
have are destroyed such people, will 
not immediately have set about 
the building another bank see 
our country and towns grow 
weeds, our houses empty and our peo- 
ple idle and impoverished? What can 
the good sense following the 
course that will destroy good institu- 
tions and the capital therein invested 
when immediately, unless are 
sink into poverty and despair, will 
have set about building the same 
machinery all over again. 

* * * 
“We call this your attention, be- 
cause several times during the past 
few days have heard people, 
who probably were only thoughtless, 
glancing into our place business 
and immediately going out and spread- 
ing the report that were having 
run our bank. This advise 
you that have had run our 
bank. not believe our people 
are going make run our bank 
under any circumstances, but are 
taking the steps herein outlined 
make certain that will not have 
run. 
* * * 

“This that are doing unusual 
and some may outside the 
letter the law, but there come times 
the history people when the 
safety and protection the people 
makes necessary temporarily step 


aside from the literal statute. 


(Continued page 796) 
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Cost bank operation has in- 
creased since 1910. 


56% all checking accounts 
are unprofitable. 


Accounts representing but 
2.9% total bank deposits 
issue 40% total checks. 


slashes 40% from 


Commercial Bookkeeping Costs. 
‘Remington 
Convincing Answer the Mounting 


Cost Services 


Simultaneously with the completion survey proving 
that the cost bank operation has increased 80% the 
past years; that the so-called convenience services cost 
banks over and above the revenue that accrues 
from them, and that 56% checking accounts not even 
pay handling Remington Rand introduced means 
greatly reducing commercial department costs the 


Unit Posting Plan. 


means this Plan, possible for the first time 
banking history post the ledger, statement, journal and 
proof one operation eliminate separate daily jour- 
nalizing, statement posting and listing balances for proof 
increase posting accuracy and speed and the same 
time, decrease posting time and labor. The coupon the 
last page this insert will bring you the full details 


this great advancement. 


accomplishing four complex figure tasks single 
eliminating machines and conserving space: 
saving salaries and securing efficiency every phase 
commercial department operation the Unit Posting Plan 
cuts commercial bookkeeping costs from 25% 40% and 


proving today banks both large 
and small. 


BUSINESS SERVICE 
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goes the Commercial Department 


The Remington 
‘Bank Machine 
Responsible for this Economy 


The economies and advantages the Unit Posting Plan 


have been made possible marvel mechanical figure 


equipment known the Remington Rand Bank Bookkeep- 
ing Machine. electrified 10-key scientific keyboard that 


can quickly mastered few moments time combined 


with conveniences construction that completely elimin- 


key electrified touch 


ate operator fatigue mark marvelous example fast, 


accurate figure finding equipment. 


other machine accomplishes the following four complex 


figure tasks single operation posting ledger, state- 


ment, original journal and proof. 


The Remington Rand Bank Bookkeeping Machine produces 


the journal original form because its synchronized 


printing mechanism. offers complete visibility without 


the attachment electric lights, important factor fast, 


accurate sheet insertion and line finding. Moreover, the Complete visibility, fast accur- 
ate sheet insertion and line 
operator sits speed position all times enjoying complete finding. 


freedom from eye strain, finger fatigue and cramped posture 


that results slow operation and frequent errors. 


There can but one result from the employment the 
Remington Rand Bank Bookkeeping Machine—an econ- 


omical, accurate, speedy commercial bookkeeping depart- 


ment with less equipment and smaller space. you are 


interested the economies and advantages the Unit 


Posting Plan, mail the coupon the last 
Rand page this insert for further information. 
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the Unit “Plan 


more convincing picture the expense reduc- 
ing possibilities the Unit Posting Plan your 
bank can presented than print the tributes 
financial institutions where has already 
proved far reaching factor the battle against 
waste. Read them, then mail the coupon the 
last page for complete information the Unit 


Posting Plan. 


Read what these bankers have said 


“The Unit Posting Plan has saved 
teen months’ operation has proved the 
success the Unit Posting Plan beyond 
our fondest 
have been reduced, proofs expedited, 
operating time cut, statements rendered 
more readily, bookkeeping department 
morale increased and above all, there 
have been customer complaints” 

our belief that all bankers can profit 
the same have they give the sys- 
tem fair trial” “We unhesitatingly 
recommend for any bank’s consider- 
“It very with our 


bookkeeping staff” are handling 
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with bookkeepers and assistants, post- 


ing volume which under our old system 


would have required bookkeepers and 


vinced the labor saving feature and 


mechanical efficiency the Dalton Ma- 
chines used conjunction 
“We firmly believe that the new system 
single posting will eventually replace 
double posting methods for, our minds, 


the logical way doing bookkeep- 


benefits have been increased 


ease handling volume, saving one 
employee and two machines” helps 
render better service our customers.” 


For years these banks faced diminishing commer- 
cial department returns. remained for Reming- 
ton Rand perfect plan that would place this 
branch banking more economical basis. 
The success the Unit Posting Plan well es- 
tablished and the record that success written 
the balance sheets progressive banks from 
coast coast. Investigate the application the 
Unit Posting Plan your institution today! 


Rand 
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Get the full facts the 
Unit PLAN 


The Unit Posting Plan has proven its worth banks every size its 


convincing contribution speed, efficiency, and effectiveness commer- 
cial department accounting. Get the full facts the economical possi- 
bilities that its application presents your institution. The nearest 
representative Remington Rand will thoroughly demonstrate the Unit 
Posting Plan your office. Or, mail the coupon 
direct for complete information. 


Remington Rand 


BUSINESS SERVICE 


BUFFALO, NEW YORK 


REMINGTON RAND BUSINESS SERVICE Inc., 
Buffalo, 


Send complete information the Unit Posting Plan. 


Name. 


City. 
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Job for Unemployed Dollars 


BRUCE DAVENPORT 


Most New York Banks and Many Other Financial Centers 
Participate Purchase and Sale Federal Reserve Funds. 
Plan Makes Possible Obtain Small Yields Amounts Still 
Idle After Call Market and Reserve Have Been Satisfied. 


UNDREDS millions 
dollars have 
the 
banks during the past year 
rates that are even lower than 
those paid call money. Dur- 
ing the period when call money was 
abundant per cent, there were 
numerous occasions upon which the 
large banks accepted little 
per cent for the loan their 
funds. recently, the rate has 
These loans arise out one the 
little known operations the realm 
finance—the sale excess re- 
serves. 
the parlance banking, the 
funds that American banks lend 
the Wall Street brokers and security 
houses are known “street money.” 
Presumably because commands the 
lowest rate, excess reserve has gained 
the somewhat ignominious character- 
ization money.” For 
what cannot used “the street” 
flows out into the gutter; pays 
lower rate, but, these days mod- 
erate earnings, this scant yield 
better than nothing. 


Reserve Settlements 


sale excess reserves takes 

place every day, but there 
particular demand twice week—on 
Tuesday and Friday, the days 
which the metropolitan banks New 
York and Chicago and the banks 
the reserve cities must adjust the 
reserves that they are required 
maintain with the Federal reserve 
banks. The settlement comes the 
close business; so, that time, 
each bank must carry with the re- 
serve bank its district certain 
percentage its total demand and 
time deposits. the largest banks, 
these reserve balances run above 
$100,000,000. 

The Federal reserve banks not 
pay any interest reserve balances. 
Every dollar excess the reserve 
required represents asset that 
loafing. Naturally, the officers the 
banks, whose duty calculate 
reserves, take pride seeing that 


Gutter Money 


ITH call rates hover- 

ing around per cent 
and money plentiful 
supply even that figure, 
was natural that banks 
large city 
institutions—should often 
find themselves with 
lions loafing dollars. 
large part this money, 
the form Federal 
funds, now “hired out” 
banks 
dealers who have tempo- 
rary need it. The 
rate very low—some- 
times fraction per 
cent—but the 
and sale such funds per- 
form important func- 
tion. 


unemployed dollars are not too nu- 
merous. the other hand, the of- 
ficer may find that unexpected de- 
mands have been made the bank 
such extent that its reserve 
balance with the Federal reserve 
bank has been depleted. 

Realizing that this balance must 
built the required figure 
the time settlement, the bank of- 
ficer has three sources which 
may generally turn. not too 
late, the bank can call some the 
funds that has out call the 
New York money market. be- 
longs the Federal Reserve System, 
can always put some Liberty 
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bonds and borrow the prevailing 
rediscount rate. However, the cheap- 
est way build this reserve, 
the present, least, search 
around, discover some other bank that 
has larger reserve balance than 
needs and borrow its excess. 

The reason this: The New 
York banks impose service charge 
for placing call loans for correspon- 
dent banks, that the net yield 
these surplus funds per cent 
less than the quoted call money rate. 
Therefore, one the out-of-town 
banks willing accept something 
less than the going rate call 
money for the loan its funds. 
course, can build its balance 
with its New York correspondent and 
receive the prevailing interest rate 
bank per cent this 
time—but banks are somewhat loath 
overload their correspondents, es- 
pecially when probable that the 
excess will hand for only day 
two. times during the past 
year when there has been plethora 
funds and little demand for call 
money, banks have had the choice 
accepting something for their excess 


leaving this money idle. 


Daily Fluctuations 


ANKS plan keep their earning 

assets employed fully pos- 
sible. general rule, they keep 
loaned their reserves. The re- 
serves are governed the total 
amount their deposits, which 
and down from day day. 
not possible foretell exactly what 
these fluctuations will be. There 
may large withdrawal, the un- 
expected anticipation large loan, 
big shipment securities that 
must paid for, large tele- 
graphic transfer balances through 
the Federal reserve wire transfer 
system. 

Late transfers for correspondent 
banks are the source greatest un- 
certainty. The direction transfer 
funds frequently without 
warning and requires immediate com- 
pliance. The reserve balance main- 

(Continued page 794) 
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PROTECTION 
for your bond account 


Banks using Moody’s Advisory Services are en- 
viable position. They have not faced the necessity 
marking down bond investments, have strengthened 
their holdings while bonds were the bargain counter. 
More important, they face the future secure the 
knowledge that their investment account good 


condition and will kept that way. 


Your present position, your special requirements, 
are the factors which determine how much Moody’s 
Service can help you. Without cost obligation, 
will gladly examine your present holdings and 
consider your problems that you may know what 
Service will meet your needs, how will function 


your particular case, and its cost. 


You aid considerably the study your 
problem you will furnish not only with your list 
holdings, but also with copies statements for 
the last two years, and resumé any special as- 
pects your banking problem and policies. that 
the information you send may kept confidential, 
kindly address correspondence this connection 
the personal attention Mr. Shea, Vice- 
President charge our Advisory Department. 


INVESTORS SERVICE 


JOHN MOODY, President 
BROADWAY NEW YORK CITY 


BRANCH OFFICES ALL PRINCIPAL CITIES 


When writing advertisers please mention the American Bankers Association Journal 
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Trust Men Appraise the Year 


Fiduciary Companies and Banks Report Increase Per 


Cent 1930 Over 1929 Nominations Executor, Trustee 
Both Under Wills. Growth Living Trusts Even Greater 


Pace. 


PEAKERS who addressed the 

Twelfth Mid-Winter Trust Con- 

ference the Hotel Commodore, 

New York City, Feb. 17, and 
19, presented composite picture 
the growth fiduciary business 
1930 and examined the chief problems 
confronting trust companies 1931. 
Registrations totalled 902 and attend- 
ance the six sessions was unusually 
high. Prof. Irving Fisher Yale 
University, addressed the Twentieth 
Annual Banquet, Thursday night, 
Feb. 19, over which 
Stephenson, President the Trust 
Company Division presided. 

The addresses twenty-four speak- 
ers were classified under the three 
general topics promotion, operation 
and administration. Excerpts, show- 
ing the spirit confidence which 
dominated the conference, are given 
below: 


Custodians Wealth 


ILBERT STEPHENSON, Pre- 
sident, Trust Company Division, 
American Bankers Association, and 
vice-president, Equitable Trust Com- 
pany, Wilmington, Delaware—Two 
dominating thoughts have impelled 
call attention the responsibilities 
that are ours trust men. The first 
that the American trust company 
has now attained such proportions, 
both the volume and the expanse 
its trust business, that has be- 
come national institution heavily 
freighted with possibilities for the 
weal woe our country. The sec- 
ond that the American trust man, 
the head this national institu- 
tion, has definite obligations that 
should acknowledge and accept with- 
out waiting have them imposed 
upon him public sentiment legis- 
lation. These are obligations the 
state and future generations 
well the individual and con- 
temporaries. greater extent than 
they, themselves, fully realize, trust 
men are custodians the welfare 
less than the wealth America, both 
now and the years come. 
Francis Sisson, vice-president, 
Guaranty Trust Company New 
York, New York City—Historically, 
the trust company was organized 


supply the great need for continuous, 
expert and responsible executorship 
and trusteeship, and there rea- 
son now for discarding this concept 
appeal. Let seek new copy 
angles, let vary our approach 
the hope increasing effectiveness, 
but long after have tried and drop- 
ped various novelties advertising 
emphasis, the fundamental advan- 
tages inherent the naming 
trust company executor and trustee 
will still remain, and they will still 
constitute the major appeal the 
public, regardless how may 
dress them up. 

Charles McMahon, assistant vice- 
president, First National 
Detroit—Trust companies, 
with other advertisers, are giving 
much thought and attention means 
discovering the extent their po- 
tential market and how best reach 
it. this they are receiving in- 
valuable aid from individual news- 
papers well newspaper associa- 
tions. survey recently completed 
one such association established 
the fact that population, wealth, and 
buying power are concentrated about 
the points where daily newspapers are 
published. discovered that all 
the daily English 
papers were published one-third 
the 3072 counties the various 
states our country. 


Must Sold 


ARL WITHERS, trust officer, 

First Mechanics National Bank, 
Trenton, longer hampered 
archaic past, which held un- 
dignified and unethical any effort 
secure business either means 
the printed word solicitation, finan- 
cial advertising has emerged, quick- 
ened its pace, and now keeps step, 
both dignity and appeal, with the 
most advanced thought modern 
publicity methods everywhere. goes 
without saying, that trust depart- 
ment, however well organized, will 
completely sell itself. Its workings 


are too intricate, its functions too lit- 


tle understood, and especially 
new department, its list satisfied 
customers too small itself suf- 
ficient insure profitable growth. 
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New Forms Wealth Favor Corporate Trustee Plan. 


Cook, 
the Guardian Trust Company, 
Cleveland, Ohio—Trust advertising 
successful must systematic and 
continuous year-by-year. 
goal set, let say, for five years 
hence. Plans are made attain 
regards both media and copy tone. 
Once these plans are put force they 
are followed without deviation other 
than that which may vital because 
changing conditions which could 
not foreseen the inception the 
campaign. Two forces often hamper 
the success trust advertising. The 
first, the tendency advertisers 
generally make their appeals spo- 
radically with long intervals silence 
between them. Secondly, many ad- 
vertisers give fine imitation the 
busy bee which flits from flower 
flower regardless the honey content 
any particular blossom. 


Well-Aimed Efforts 


RED ELLSWORTH, vice-presi- 

dent, Hibernia Bank Trust Com- 
pany, New Orleans—An underlying 
principle trust solicitation “con- 
centration.” that mean bearing 
down the relatively few prospects 
instead broadcasting reach the 
multitude. Reliable figures that were 
compiled not long since indicate that 
group representative banks 
and trust companies, located widely 
separated cities our country, out 
every thousand customers 108 patron- 
ized the commercial department, 670 
the savings department, fifty-two the 
safe deposit department, 150 the bond 
department, and only twenty the trust 
department. Obviously, therefore, 
seeking trust accounts, the same wide- 
spread methods that are commonly 
employed seeking commercial 
savings business, not only are not ne- 
cessary but are actually foolishly ex- 
travagant. 

Walter Tresckow, assistant vice- 
president, Central Hanover Bank 
Trust Company, New York City—Our 
sales training should give the sales- 
man first and most important all, 
second, knowledge the 
business; and third, the ability 
present that knowledge interest- 
ing manner. 
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Frank Page, vice-president and 
associate officer, Wachovia 
Bank Trust Company, Winston- 
Salem, C.—A pleasant acquain- 
tanceship essential successful 
salesmanship. unthinkable that 
prospective customer going sign 
living trust agreement which 
transferring the management 
the savings lifetime, any trust 
company whose representative not 
pleasant and agreeable, and whose 
manner and conversation are not con- 
vincing, but there are many times 
when salesmen lack entree and 
which could had executive 
the trust company. 

Frederick Behrends, vice-presi- 
dent, California Trust Company, Los 
Angeles, Cal.—Before spend 
any money either advertising 
the obtaining new business, sure 
that you can handle the business when 
actually matures. you are not 
equipped far better for you 
make attempt obtain, and spend 
money obtaining, new business. 
How many you have been attracted 
and result have purchased par- 
ticular article? the article pur- 
chased does not measure the 
claims made for it, not only will you 
discard but almost every oppor- 
tunity you will advise your friends 
and neighbors not dissipate their 
funds the acquisition the article 
that you have discarded. Not only 
was the money spent for the adver- 
tising that article wasted but the 
advertisement resulted the serious 
reduction good will that would not 
otherwise have been disturbed. 
obstacle has been created that will 
take substantially more time and more 
money overcome. let perfect 
our internal organization. 


Problems Operation 


RANK BLAIR, chairman 
the board, Union Guardian Trust 
Company, Detroit—I cannot escape 
the conclusion that have for some 
time been much more interested 


giving advice others than giving. 


thought ourselves, that have 
been much more assiduous develop- 
ing policies tending show our abil- 
ity handle any given problem 
others than have been analyzing 
our own problems and attempting 
answer them. 

Gwilym Price, vice-president, 
Peoples-Pittsburgh Trust Company, 
Pittsburgh—Practically every piece 
work that ground out the 
modern trust department, 
small operation very extensive 
one, will fall under one the four 


divisional heads, namely, Customers 
Contacts Division, Fiscal Division, 
New Business Division, Office and 
Records Division. There can also 
fifth division, called Corporate Trust 
Division, but this the nature 
concession the larger trust com- 
panies, the metropolitan centers 
which have built large corporate 
trust business, and the common prac- 
tice dividing the entire trust de- 
partment into two main divisions, the 
Personal Trust Division and the Cor- 
porate Trust Division. 

Maclin Smith, trust officer, 
Birmingham Trust Savings Com- 
pany, Birmingham, Ala.—The first 
point which seems that lack 
coordination likely give trou- 
ble the relations between the new 
business department and the adminis- 
trative division. new business 
department produces the trusts; the 
administrative division administers 
them. some institutions the new 
business department not only produces 
trust business, but also develops new 
business for the commercial and other 
departments. the very nature 
things, the solicitation and develop- 
ment trust business the much 
more technical the two, and often 
very little understood the commer- 
cial banker. 

Roseberry, vice-president, 
Security-First National Bank, Los 
Angeles, Cal.—Interlocking trust and 
banking committees made capa- 
ble officers and directors, such ex- 
ecutive committees, trust committees, 
and other major and policy-determin- 
ing groups, are highly desirable 
that they create numerous points 
contact. They pave the way for har- 
monious, uniform and approved pol- 
icies, programs and plans. 


Good System Helps 


HARLES SCHREYER, vice- 

president, Lycoming Trust Com- 
pany, Williamsport, Pa.—Clients 
trust companies assume, are led 
believe, and have right expect 
that their cash, securities, and other 
property will received, held 
custody, administered and delivered 
under proper safeguards and facil- 
ities, both physical security and 
performance duties. Accomplish- 
ment these objectives requires that 
the work the department sys- 
tematized through the use well 
planned forms, and that kept up- 
to-date and good condition all 
times, including periods peak load 
the use every mechanical means 
for reducing the time and labor 
the worker, and minimizing the pos- 
sibilities for human error and weak- 
ness. 
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Edmonds, vice-president, The 
Northern Trust Company, 
All the new business activity and 
liant administration business af- 
fairs will avail nothing unless there 
all day and every day perfectly 
safe and thoroughly convenient admin- 
istration the security vault and all 
those things which into and 
which out from it, either tem- 
porarily permanently. The scope 
vault activities ranges far beyond 
its outer door. While the vault 
resting securely its foundation 
Chicago Seattle, has relations 
with and gets its final discharge from 
responsibility New York New 
Orleans some other point. 

Charles Plenty, vice-president, 
The Trust Company, 
Hackensack, J.—Control should, 
course, established once, for the 
first trust estate unit and for 
the department whole. While 
there are differences opinion 
the relative merits the unit par 
value method opposed the in- 
ventory value, may safely said 
that the adoption the inventory 
value method will less confusing 
and afford slight advantage the 
preparation accountings for court 
presentation. The control sheet the 
individual trust may likened the 
passbook issued the bank its 
depositor. 

Young, comptroller, Com- 
merce Trust Company, ‘Kansas City, 
Mo.—One auditor’s missions 
determine the faithfulness 
with which the bank’s general policy 
applied; another insure that 
the trust department’s own regula- 
tions are observed; still another 
find whether the desires the client 
are being executed. More specifically, 
his mission that coordinating the 
results obtained through the oper- 
ation all other audit factors and 
supplementing those results 
direct effort his own account. 


Not Mere Routine 


EWIS PIERSON, chairman 

board, Irving Trust Company, 
New York City—Good bankers 
ways have fully recognized solemn 
responsibility toward depositors and 
stockholders, but there not re- 
sponsibility another kind, much 
broader scope which this day 
and age more definitely rests upon 
the shoulders trust companies, life 
insurance companies, and other similar 
guardians property for which they 
definitely been made trustees? 
The trust company stands vigi- 
lant protector widows and orphans, 
the weak, the helpless and the inex- 

(Continued page 771) 
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Specialization 


earning power can never belong the unskilled. solely 
the property those who can needful things superlatively well. 
attribute the fit who not merely survive, but compose that 
natural aristocracy men who are always moving forward and are 
attuned the fundamental impulses creation and growth. 


The men who are contributing most progress all the fields 
science and art are those who have had the vision specialize. 


are living age specialization and the tendency the pro- 
fessions and other skilled vocations strongly this direction. This 
particularly apparent business. The stupendous growth our indus- 
trial and financial enterprises has made necessary departmentalize 
business organizations, each department being charge specialist. 
This has created demand for skilled department heads and assistants, 
and has opened attractive fields for those who are qualified render this 
type specialized administrative service. 


The accounting department offers excellent opportunities for the young 
man who aspires executive position. this department that 
the results the activities business are recorded, interpreted, and 
made the determining factors shaping the administrative policies. This 
indeed the department vital statistics, the department which 
analytical study the entire business can best made, and the depart- 
ment young man can make his start type specialization that. 
will deep wishes make and broad the business itself. 


From the accounting department have come most the treasurers 
and many the presidents our large business corporations. Through 
their work accountants these men developed certain qualities neces- 
sary for executive work business; they learned seek facts, weigh 
evidence, analyze figures, and base accurate judgments 
secured and verified. 


The efforts this School are devoted doing one thing and doing 
superlatively well,—the training men for career business through 
specialization accounting and finance. 
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AVERAGE AGE ENTERING CLASS 
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Trust Men Appraise the Year 


(Continued from page 768) 


perienced. This very fact creates 
high 
responsibility which cannot fully 
discharged mere routine custody 
wealth, however carefully and how- 
ever scrupulously performed. The 
value the property entrusted 
the property, now lodged with trust 
companies, life insurance companies 
and banks would show that substan- 
tial amounts are held the securities 
every major industry the coun- 
try. Thus the banks, trust companies 
and life insurance companies all have 
vital and continuing interest the 
economic health the nation. Noth- 
ing can injure any part the coun- 
try’s industrial fabric without ad- 
versely affecting the value some 
property held trust. 

Louis Headley, vice-president and 
trust officer, First Trust Company, St. 
Paul, Minn.—We who are engaged 
trust company work are doubly con- 
cerned that our powers shall clear 
and explicit, and adequate for our 
task. believe they should fully 
occupy but not exceed the bounds 
sound trusteeship. believe that 
trust business will grow only 
demonstrates its efficiency 
handling and management trust 
property, and that the efficient man- 
agement property this rapidly 
moving and highly complicated indus- 
trial order requires clear chart 
authority the managing trustee. 
know also the dangers which lurk 
any transaction where one person 
assumes deal with the property 
another. The wise man will know his 
powers advance, whether they arise 
from statutes case law specific 
agreement, and will completely gov- 
erned thereby. 


Insurance Cooperation 


NDREW DAVIS, vice-presi- 
dent and general counsel, Prov- 
ident Mutual Life Insurance Com- 
pany, Philadelphia—The life compa- 
nies fully realize the valuable services 
which trust companies are rendering 
and very much desire assist them 
actively getting before the public 
more generally the advantages 
gained many cases the use 
the insurance trust. Their work has 
but barely started. There are now 
under these trusts only about $2,500,- 
000,000 out the $110,000,000,000 
insurance force. Obviously, 
much greater part the present out- 
standing volume insurance could 
placed the care trust companies 


uring thereby the settlors and their 
beneficiaries. Therefore, the trust 
companies and life companies must 
continue with increased zeal their 
joint efforts serve the insuring pub- 
lic, for the next ten years will doubt- 
less witness increase the produc- 
tion life insurance that will dwarf 
even the astounding increase the 
past decade. 

Edward Fox, president, Easton 
Trust Company, Easton, Penn.—We 
have already established some prece- 
dents for the unification the law 
number subjects. The adoption 
the uniform Negotiable Instrument 
Act, and the Uniform Bills Lading 
Act affords excellent illustration 
the desirability such codification 
the law given subject. This 
desire for uniformity has manifested 
itself also the existence for some 
years Conference Commission- 
ers for Uniform State Laws and this 
conference now perfecting pro- 
posed uniform Principal and Income 
Act which will doubtless helpful 
trust company men. The American 
Institute Law also considering 
restatement the laws trusts, 
which when completed should much 
toward the clarification this most 
important branch the law. 

Leroy McWhinney, vice-president, 
The International Trust Company, 
Denver, rapid growth 
life insurance trusts, leading the cus- 
tomer, banker, life underwriter and 
executive, more intense study 
its merits, has brought into new relief 
the contrasts between the aggregate 
fund and the separate trusts. Regard- 
less our own convictions the 
comparative advantages these two 
systems, have found that many 
customers are doubt and that the 
officers certain life insurance com- 
panies, otherwise inclined advocate 
the trust distinct advantage over 
the policy option, withhold full co- 
operation pending adoption the 
commingling principle for trusts. 


Diversity State Laws 


USTIN SCOTT, Harvard Law 
School, Cambridge, Mass.—It 
evident that there great diversity 
the statutes and decisions the 
several states with regard the 
duties trustees with respect in- 
vestments. Should there then 
uniform law drafted this Associa- 
tion and presented the legislatures 
the several states? doubt the 
wisdom this. the first place, al- 
though desirable that there 
should certainty the law each 


771 


state, there compelling reason 
for uniformity among 
states. The law should far pos- 
sible attempt carry out the reason- 
able expectations the testator. What 
his expectations are depends good 
deal upon the customs and practices 
the particular community. They 
are not necessarily the same great 
urban states like New York the 
more rural states the Middle West. 
should hesitate urge uniform 
legislation. 

Raymond Trott, vice-presideat, 
Rhode Island Hospital Trust Com- 
pany, Providence—Clients invest- 
ment counsel are inevitably customers 
some bank. very great many 
are customers banks with statis- 
tical and investment organizations 
larger and more efficient than those 
investment counsel they employ. Many 
are beneficiaries trusts handled 
banks. What the answer? The 
answer is, opinion, that the 
demand customers forcing, and 
will with increasing insistence force 
banks give this service. would 
seem that banks should build such 
investment and statistical organiza- 
tions their size warrants and, 
convinced their ability serve 
their customers with investment ad- 
vice, should seek so. Ability 
serve well should the determining 
factor leading bank undertake 
this work. The bank without the ade- 
quate facilities should not undertake 
this service. 


Robinson, tax counsel, Chicago 
Title Trust Company, 
drawing will trust instrument 
save taxes the draftsman must take 
into consideration the more important 
inheritance, estate, and income tax 
questions usually involved such in- 
struments. familiar with such 
questions then position (1) 
advise the donor trust what 
powers may reserve himself 
without making the transfer trust 
taxable; (2) guide the donor 
testator distributing his estate with 
the greatest tax economy; (3) 
prepare the way for the executor and 
the trustee save possible additional 
taxes during their respective adminis- 
trations the estate, and (4) 
prepare the way even for the benefi- 
ciaries save possible additional 
taxes after distribution the estate. 
drafting will the more important 
State inheritance tax questions 
considered are those relating con- 
tingent defeasible remainders, 
powers appointment and bequests 
charities. many states con- 
tingent remainder taxed the 
death the testator and the basis 
the most remote contingency pos- 
sible under the terms the will. 
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When Banks Act Together 


CLARENCE BACON 
Manager, The New York Clearing House 


Recent Events Furnished New York Clearing House Oppor- 
tunity Demonstrate Impressive Way the Value Com- 
munity Close Banking Cooperation. History Organization 
Since 1853 Shows Steady Growth Spirit Mutual Helpfulness 


York City faced 

called “unendurable situation.” 

When situation reaches the un- 
endurable stage, something must 
done about it, and something was 
done. The result was the establishment 
the New York Clearing House—the 
first organized this country. 
The idea Clearing House had been 
the minds New York City bank- 
ers for more than decade before this. 
Various plans had been suggested, and 
the one finally adopted has stood the 
test experience well that fun- 
damental change the method em- 
ployed has been made during its more 
than seventy-seven years use. 


New Mechanism Needed 


HAT happened 1853 when the 
action was that the machinery use 


the year 1853 the banks New 


among the banks for the collection of- 


checks and bank notes (then issued 
banks) had ceased function sat- 
down any moment;.as matter 
fact did stall with provoking fre- 
quency. Consequently new machine 
was needed—one that would take care 
the business then existing and with 
the capacity for caring for any pos- 
sible increase. This the Clearing 
House accomplished and 
such institutions since established 
other cities, working the same 
principle, attest its soundness. 
Prior October, 1853, many meet- 
ings bank officers were held sug- 
gest and discuss remedies. When 
organization banks was finally de- 
cided upon, committee, which 
Francis Edmunds, cashier the 
Mechanics Bank was chairman, was 
appointed formulate plan and ar- 
range for carrying into effect. As- 
sociated with Mr. 
James Punnett, cashier, Bank 
America, Augustus Silliman, cash- 
ier, Merchants Bank, and Ever- 
ett, cashier the Broadway Bank. 
Oakley, cashier the American 
Exchange Bank was the first secre- 
tary The Clearing 


Step Step 
clearing house idea 

did not appear suddenly 
the United States. 
most eighty years ago, 
when the banks New 
York City finally took joint 
action facilitate the ex- 
change checks, they 
adopted plan which had 
been the process evo- 
lution for long period. 
Out simple mechanism 
for exchanging checks and 
paying balances has grown 
gradually the present “wise 
and intelligent 
for the maintenance con- 
servative banking. Mem- 
bers have worked together 
every crisis. 


House began function October, 
prepared George Curtis, president 
the Continental Bank, was adopted. 
Under the constitution the first 
annual meeting October, 1854, 
Thomas Tileston was elected its 
presiding officer, and Francis Ed- 
munds was elected chairman the 
Clearing House Committee. at- 
tempt name the presidents the 
association since that time, and the 
chairmen the Clearing House Com- 
mittees, together with members 
that and other committees would 
honor roll that would include 
most those who have occupied con- 
spicuous places heads New York 
City banks during the past seventy- 
seven years. 

Originally, and for many years, one 
exchange was sufficient take care 
the business the banks with each 
other satisfactory manner. But 
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with the increase general business 
and the increase the use checks 
settlement all indebtedness, 
became increasingly difficult the 
work the day during banking 
hours. The result was that banks 
gradually put night forces—men 
handle the accumulation checks. 
was only step from this the 
establishment additional exchanges 
the Clearing House. First, pre- 
liminary exchange o’clock; then 
additional exchange o’clock; 
then exchange beginning p.m. 
and ending a.m. But with all 
the o’clock exchange still reflects 
all the figures the preceding twenty- 
four hours and still the exchange 
through which final settlement 
made. But the clearing opera- 
tion for out the 
twenty-four each day. 


Special Exchanges 


addition these exchanges the 

Clearing House conducts ex- 
change for returned items p.m.; 
exchange for coupons 9:15 a.m., 
and interchange stock certifi- 
cates between registrars and transfer 
agents 8:30 and 11:30 a.m. 

The Clearing House also maintains 
city collection department through 
which are collected items deposited 
members selected list corpora- 
tions and firms not otherwise con- 
nected with the Clearing House. This 
has proved great convenience well 
relieving members considerable 
direct expense messenger service. 
Some notion the various activities 
the Clearing House may gained 
from the statement that more than 
1200 bank employees pass and out 
each day and night. 

The name Clearing House conveys 
fairly clear image definite 
where member banks meet and ex- 
change checks and means offsets 
debits against credits settle for 
large aggregate amounts exchanges 

The mechanical part this opera- 


tion generally the clear- 
ing houses everywhere and that 
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were the only function the New 
Clearing House, the story would 
stop here. Clearing House operates 
quietly normal times that the 
average citizen either knows nothing 
about has vague idea place 
through which, for some mysterious 
reason, most checks have pass 
their way back their makers. But 
occasionally 
bring the Clearing House prominently 
before the public. Recent events 
New York City and throughout the 
United States have had this effect. 
Even bankers are more conscious 
the existence the Clearing House 
than they were before, and more alive 
the advantages that flow from 
Clearing House membership. 


For the General Good 


HEN the Clearing House was 
organized, all that was intended, 
least, all that appears the 
record, was fulfill the functions sug- 
gested the name. But even the 
records the early meetings bank 
officers, before the idea Clearing 
House took definite form, when per- 
haps for the first time representatives 
banks came together because the 
recognized necessity for cooperation, 
better understanding discernible 
and willingness give some per- 
sonal preferences for the common wel- 
fare. 
For many years Section Article 
the constitution has been fol- 
lows: 


“The objects the Association shall the 
effecting at one place of the daily exchanges 
between the members thereof and the pay- 
ment of the balances resulting from such ex- 
changes, the interests the 

members and _ the centntenance of conserva- 
tive banking 
operation.” 


The last clause was not the earlier 
constitution, nor was adopted until 
many years after. But the idea 
cooperation existed long before was 
stated, and guided action many times. 
early the troubled times.of the 
Civil War when 
Clearing House cooperated full- 
est possible extent with the Govern- 
ment, that spirit manifested itself, 
many subsequent occasions. 
recite them all and their causes would 
crises during the to. 
cluding the present_time. 

The Clearing House was organized 
for the purpose relieving member 
banks great burden, and this 
accomplished. But was soon appar- 
ent that there were possibilities the 
association for usefulness other di- 
rections. When need arose, was 
found that the Clearing House was 
instrument ready the hands its 
members and that the habit coop- 
eration acquired there resulted 


quick and concerted action when quick 
and action was necessary. 
During the Civil War, when the New 
York banks lent the Government 
$150,000,000 gold, was the habit 
cooperation acquired through the 
Clearing House that enabled the banks 
come the aid the country. The 
value this cooperation has been 
demonstrated many times since then, 
notably 1884, 1907-8 and 1914. 
the latter year steps taken the 
Clearing House were quick and deci- 
sive, and were outstanding help 
time great financial strain. 


Loan Certificates 


part played the New York 
Ctearing House the recent fi- 


nancial disturbance too well known 
require extended comment, and 
enough say that the association and 
those responsible for its guidance have 
met the peculiar difficulties trying 
situation such way maintain 
its best traditions. 

The principal medium through 
which, various crises, beginning 
1864, the Clearing House aided its own 
members and through them the whole 
was what are loan certifi- 
cates. use this device the banks 
were enabled perform service sim- 
ilar that the Federal reserve 
bank its rediscounting. 


The old against the close 
relations the banks died out gradu- 
natural when state control 
banks was exceedingly limited and 
Federal control was non-existent. Each 
bank was sufficient itself and re- 
sented anything that seemed like 
infringement its liberty conduct 
its own affairs its own way. But 
the habit meeting the Clearing 
House for discussions important 
matters, and the daily sending rep- 
resentatives the Clearing House 
gradually made them entertain the 
course. 

must also remembered that all 
its regulations are self-imposed, the 
association being voluntary organi- 
zation where each member has 
equal voice, and also where the prin- 
ciple rotation office rigidly 
adhered to. this way all regula- 
tions are effect self-imposed, and 
for that reason are adhered with- 
out question. 

The aid that was given, the Gov- 
ernment just before and during the 
Civil War historic and the fact that 
through the Clearing House the banks 
had already formed the habit think- 
ing and acting collectively, made that 
aid more prompt and efficient—per- 
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haps made possible the form 
took. 


Much the authority the Asso- 
ciation delegated its Clearing 
House Committee.. The great power 
lodged the hands this committee 
carries with great responsibilities, 
and standing tribute the men 
who have served from time 
time that the confidence their stead- 
iness, courage and ability has never 
been withdrawn. The second clause 
Section the constitution was not 
the work mere phrase makers. That 
clause its restrained and dignified 
wording contains definite expression 
the motive behind all Clearing 
House policies and the measures tak- 
make them effective. 

addition the issuance Clear- 
ing House Loan Certificates there 
are other services which, though less 
spectacular, are not less important. 
The old adage that ounce pre- 
vention worth pound cure has 
been illustrated over and over the 
history the Clearing House Asso- 
ciation. aid the maintenance 
sound ‘and conservative banking, 
nothing has been more effective than 
the system examinations Clear- 
ing House members conducted 
able and experienced examiner and 
his staff. 


This .system, first. 
Chicago, was there the result con- 
ditions that made such step impera- 
tive. The wisdom the move was 
immediately apparent, and follow- 
ing the example Chicago, the New 
York Clearing House took the ounce 
prevention. Since the establish- 
ment these examination depart- 
ments Chicago and New York. 
many other Clearing 
adopted the system and its usefulness 
beyond question. 


Regional Clearing Houses 


According the latest records there 
are the United 
regional clearing house associations, 
nineteen county clearing house asso- 
ciations and six clearing houses cover- 
ing various city groupings, addition 
the clearing organizations larger 
cities throughout the country. There 
are still more than 100 cities with pop- 
ulations exceeding 25,000, which not 
have clearing houses. These are lo- 
cated chiefly the northeastern part 
the country: New Mexico has five 
regional associations, according the 
latest available records, Nebraska had 
four, Louisiana had four and the re- 
mainder were scattered, Mississippi 
has six county clearing houses—more 
than any other one state. 
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MELLON 
TRAVELERS 


CHEQUES 


Save your 
customers money 


Mellon Travelers Cheques are popular with 
bank customers wherever they are sold. Trav- 
elers like them because their negoti- 
ability combined with safety, and above all 
because their Mellon Travelers 
Cheques sell for only cents premium per 
$100! Even though the cost the traveler 
less, the bank’s selling commission the same, 


cents per Mellon Travelers Cheques 


are issued denominations $20, 
$100 and $200. Neat little wallets with snap 


fasteners bind the cheques are furnished 


CAPITAL 
SURPLUS 
$22,500,000 


with every order. you are not already sell- 
ing Mellon Travelers Cheques, write for fur- 


MELLON NATIONAL BANK 


PITTSBURGH, PENNSYLVANIA 


When writing advertisers please mention the American Bankers Association Journal 
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business 


free 


debt worries 


man who hits his job the morning 
with vim that shows likes 
isn’t worrying about bills. 
Not necessarily lucky, that man. exempt 
from the financial misfortunes and emergencies 
that are liable visit anyone. 


may have unexpected assessment his 
property, doctor and hospital expenses pay, 
unusually heavy accumulation bills. 


Yet smart enough keep his brain and credit 
clear paying the dot, even must borrow 
it. 


The laws this state have helped serve him and. 


hundreds thousands like him fixing max- 
imum rate small loans that not only fair 
him but that permits efficient family finance com- 


need pay even less than the rate stipulated 
law, goes Household, America’s foremost 
family finance company. 


Its dealings are the same dig- 
nified and fair basis one may expect any 
More, Household sincerely concerns itself with 
family financial problems. booklet, Money 
Management for helps keep 
family heads clear debt worries, thus insuring 
clearer minds business. 


Employers are invited read this 
booklet and then ask for copies 
distribute throughout their organiza- 
tion. All may have copy simply 
telephoning, writing, calling. 


policy Household charge the lowest 
rate which money can “retailed” fair 
profit. present its rate almost third less than 
that allowed law amounts above $100 and 
up to $300. It will continue to return to the public 
every added advantage re- 

duced operating costs accom- 


FINANCE CORPORATION... 


Headquarters: Palmolive Building, Chicago, 


«++ (190 Offices In 72 Cities .. . Consult your telephone directory fer the office neerest you)... 
Turn the dial your Station every Tuesday night 8:00 Central Time and guest the Household Celebrities, 


featuring America’s foremost stars the opera, concert, and stage, well leading affairs national importance, 


Campaign aids 


Those who pay wages well those who receive them are benefited the 
financing service described this advertisement. relieving wage earners from 


worry, such loan service enables them better work. This advertisement, 


appearing newspapers four and three quarter million circulation, the second 
series that will published throughout 1931 further prosperity and bring 


about better understanding the economic importance small loan financing. 
When writing advertisers please mention the American Bankers Association Journal 
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Association Activities 


Conferences Management, Trust Work and Savings Create 
Vast New Fund Valuable Facts for Bankers Seeking Improve 


Bank Practices and Stabilize Revenues. 


Profit for All Who 


Attend Coming Regional Meetings Devoted Current Problems. 


Second Central Atlantic 
Bank Management Con- 

ference Washington, C., 
Feb. and 27, marks high point 
the movement improve banking 
and increase the opportunities for 
banks serve the nation. The pro- 
gram was aimed chiefly the distri- 
bution useful and practical infor- 
mation and the keynote was variety 
the types banking experience 
described. The daily attendance was 
approximately 1000. 

“Good management,” the 
Comptroller the Currency, John 
Pole, address before the first 
session, “must natural growth 
from within the institution.” Gov- 
ernmental action, said, could set 
certain limits bank operation, but 
legislative fiat could create effi- 
cient management. 

wide range 1931’s chief banking 
problems. Each session had one cen- 
tral topic for discussion. Four 
speakers considered questions affect- 
ing the soundness bank. They 
were: Walter Wilson, president, 
First Milton National Bank, Milton, 
Pa.; Frederick Siddons, secre- 
tary, American Surety Trust Com- 
pany, Washington, C.; Harold 
Brown, executive vice-president, 
Union Bank Federal Trust Com- 
pany, Richmond, Va., and Leo- 
pold, cashier, First National Bank, 
Lebanon, Pa. 

Thomas Thacher, Solicitor Gen- 
eral the United States, delivered 
the keynote address before the second 
session. “The Protected was 
the composite subject assigned the 
following speakers: Zimmer- 
man, president, First National Bank, 
Huntingdon, Pa.; Starkloff, 
credit manager, Maryland Trust Com- 
pany, Baltimore, Md.; Thomas Shall- 
cross, president, Philadelphia 
Company for Guaranteeing Mort- 
gages, Philadelphia, Pa.; Waldo New- 
committee, Baltimore Trust Com- 
pany, Baltimore, Md., and Baum, 
Deputy Manager, American Bankers 
Association, charge the Protec- 
tive, Department. 

Rome Stephenson, President, 
American Bankers Association, and 


vice-president, St. Joseph County Sav- 
ings Bank, South Bend, Ind., spoke 
before the third session “Our New 
Responsibilities.” The 
speakers discussed subjects relating 
bank profits: John Driscoll, 
Jr., Driscoll, Millett Company, 
Philadelphia, Pa.; John Poole, presi- 
dent, Federal-American National 
Bank Trust Company, Washington, 
C.; Levi Morris, president, 
Newton Trust Company, Newton, 
and Hoyt, auditor, New 
York State National Bank, Albany, 

the final session Harold Stonier, 
Educational Director, American Insti- 
tute Banking, spoke “Answer- 
ing Administrative Problems.” The 
general topic for the session was 
“The Practical Bank,” and the fol- 
lowing speakers took part the pro- 
gram: George Snyder, manager, 
Reading and Berks County Credit 
Bureau, Reading, Pa.; Talman, 
vice-president, American National 
Bank Trust Company, Richmond, 
Va.; William Payne, president, 
Cayuga County National Bank, Au- 
burn, Y.; Awalt, Deputy 
Comptroller the Currency, and 
Howard Wolfe, cashier, Philadelphia 
National Bank, Philadelphia, Pa. 


Forthcoming Meetings 


states will participate the 

Mid-Western Bank Management 
Conference held under the spon- 
sorship the Bank Management 
Commission, American Bankers As- 
sociation, Kansas City, Mo., March 
and 20. They are Arkansas, Iowa, 
Missouri, Kansas, Nebraska and Ok- 
lahoma. Frank Simmonds, Sec- 
retary the Bank Management Com- 
mission, states that the objective 
this and all regional management 
meetings the discussion bank 
operating details 
bankers whose knowledge gained 
from first-hand experience man- 
agement. 

The second Western Bank Manage- 
ment Conference will held Salt 
Lake City, Utah, March and 27, 
with the cooperation the state 
bankers associations Arizona, Cali- 
fornia, Colorado, Idaho, Montana, 
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Nevada, New Mexico, Oregon, Utah, 
Washington and Wyoming. 

Charleston, C., will host 
April and the Fourth South- 
ern Trust Conference under the aus- 
pices the Trust Company Division, 
American Bankers Association. This 
the Division’s annual regional trust 
meeting for Alabama, Florida, Geor- 
gia, Kentucky, Louisiana, Mississippi, 
Tennessee, North Carolina, South 
Carolina and Virginia. 

The program the Eastern Re- 
gional Savings Conference New 
York City, March and 20, will cover 
long list important, timely sub- 
jects. These include ways which 
runs can stopped, the securing 
new accounts, cost accounting, the 
operation small loan department, 
investments and the segregation 
time deposits commercial banks. 


Spring Meeting 


Spring Meeting the Execu- 
tive Council, American Bankers 
Association, will held April 13, 14, 
and the Bon Air-Vanderbilt 
Hotel, Augusta, Ga. place the 
regular Thursday 
there will evening meeting ear- 
lier the week. The Family Dinner 
will held Wednesday evening. The 
purpose this change permit 
delegates and their wives visit 
Charleston, C., Thursday. 
special train will leave Augusta Thurs- 
day morning and arrive Charleston 
shortly after noon. There will 
unusually full business program. 


Against Postal Savings 


RESOLUTION urging the sus- 

pension postal savings deposi- 
tories communities served banks 
has been adopted the Executive 
Committee the State Bank Divi- 
sion, American Bankers Association. 
The resolution recalls the original pur- 
pose the Federal Government 
establishing the postal savings system 
and expresses the belief that all 
jor considerations which led the 
formation” the system have been 
substantially removed changes 
the nation’s immigration policy. 
points out that the American policy 

(Continued page 799) 
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Recent Evolution Policy the Reserve System 
(Continued from page 750) 


the leadership Governor Strong, 
with whom were associated the Gov- 
ernors the reserve banks Boston, 
Philadelphia, Cleveland and Chicago. 
little later, April, 1923, the Fed- 
eral Reserve Board decided that open 
market operations should conducted 
“with primary regard the accom- 
modation commerce and business 
and the effect such purchases 
and sales the general credit situ- 
ation” and should come under its di- 
rect supervision. 


Subject Much Debate 


formation the open market 

committee marks important 
step the evolution the reserve 
system toward centralized operation. 
The law apparently gives each 
the reserve banks the authority buy 
and sell Government bonds and 
securities, but the independent exer- 
cise this authority any large 
way had demonstrated un- 
workable. The reserve banks had re- 
discounted for each other very 
large amounts during the period 
great credit pressure, thereby 
sense pooling their resources, but that 
was contingency provided for the 
Federal Reserve Act. That open mar- 
ket operations could not carried 
policy without centralized control was 
not foreseen. The extent which 
open market operations should con- 
trolled the Federal Reserve Board 
has been the subject much debate. 
The reserve banks 
stoutly maintained that the law does 
not require board permission buy 
sell Government securities, and 
have maintained that the arrangement 
for coordinated action committee 
originally their own choosing was 
voluntary and not construed 
waiver their rights recogni- 
tion the authority the board 
control. The board has nevertheless 
gradually drawn the reins tighter, 
and open market operations Gov- 
ernment securities enough conse- 
quence considered matters 
policy have been undertaken since 
1923 without vote approval from 
the board. 

The acceptance rates which deter- 
mine the volume acceptances pur- 
chased the Federal reserve banks 
are great importance open mar- 
ket policy, and have been the subject 
much debate. Until comparatively 
recently the board and the system 
frankly recognized the leadership 
New York this matter, and the 
board approved minimum rates, giv- 


ing the reserve banks almost complete 
freedom far variations within 
broad limits were concerned. About 
1928 the board began narrowing the 
limits and insisting that actual buy- 
ing rates should submitted for 
approval. The exercise authority 
the part board remote from 
the financial center and not always 
depended upon for prompt action 
matter delicate and subject 
such rapid changes the bill rates 
presents difficulties, and the time 
resignation, was the general 
practice recognize that changes 
rates were actually effect when 
adopted New York. The tendency 
was toward closer control, but now 
that there real bill market, the 
actual rates are made the market 
itself, and unless change reserve 
bank buying rates represents real 
release reserve funds through accumu- 
lation bills, tighten the money 
market failure replace maturi- 
ties—there would seem good 
reason for narrow control the 
board. 

From 1922 the latter part 
1923 the system sold about $500,000,- 
000 Government securites and 
there were small advances discount 
rates, the first advances since 1920. 


1924’s Easy Money 


1924 open market purchases 

were definitely planned under the 
leadership the Federal Reserve 
Bank New York and with the ap- 
proval the Federal Reserve Board, 
the major factor easy money 
policy during which the rates were 
reduced several the reserve 
banks per cent and New 
York per cent. Gold imports, 
almost continuous for four years, 
amounting the aggregate $1,500,- 
000,000, had already reduced greatly 


indebtedness the member banks 


the reserve banks, that the re- 
lease nearly $500,000,000 re- 
serve funds through purchase Gov- 
ernment securities mostly the first 
seven months the year, added 
already easy situation and brought 
open market money rates the lowest 
point ten years. This easy money 
policy 1924 was given great credit 
for having revived business after 
period hesitation, and for the re- 
habilitation Europe. The Dawes 


plan had been adopted, rehabilitating 
German currency, England was about 
restore the gold standard and some 
other countries had stabilized their 
currencies relation gold. Amer- 


ican investors had acquired greatly 
increased confidence European 
curities and the resulting flotations, 
which included the loan under the 
Dawes plan, turned the gold tide out- 
ward for time, furnished funds for 
the purchase American commodi- 


‘ties during good crop year, and 


strengthened the resources Euro- 
pean central banks. That the open 
market policy the reserve system 
was given more credit than de- 
served 1924 was the opinion Dr. 
Walter Stewart, then chief the re- 
serve board’s division analysis and 
statistics, who pointed out that other 
conditions were exceptionally favor- 
able. 


Increased Speculation 


URING the following year, 1925, 

speculation securities became 
pronounced and there was consid- 
erable increase loans securities 
the reporting member banks. The 
New York Reserve Bank increased its 
rate from per cent per cent 
early the year and November 
the reserve banks Boston, Cleve- 
land, Philadelphia and San Francisco 
advanced their rates from 
per cent. January, 1926, the New 
York rate went per cent, bringing 
the whole system per cent basis. 
These changes discount 
though too small have much more 
than pyschological effect, were de- 
layed—Boston had submitted its in- 
crease September but was not able 
board until November. Speculation 
securities had begun give some con- 
cern January, 1926, when the Fed- 
eral Reserve Board started the publi- 
cation week week loans brok- 
ers and dealers securities. 

interesting note that the 
first figures published, January 
showed the total volume brokers’ 
loans $3,146,125,000. January 
1931, five years later, was $1,879,- 
000,000, which would seem indicate 
that the concern felt 1926 was well 
founded, although the figures were 
destined double before the decline 
began October, 1929. 

About $250,000,000 the Govern- 
ment securities purchased 1924 
were sold early 1925, but there was 
considerable change 1926. The 
next major operation the direction 
easy money began the summer 
1927, following another period 
gold imports. The rates all the 
Federal reserve banks were reduced 
per cent, over the protest 
Chicago, and the system began pur- 
chasing Government securities until 
November the totals again ap- 
proached $600,000,000. hesitant 

(Continued page 792) 
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you know safe deposit lock whose 
key cannot seen touched anyone 
until your customer has rented his box? 

lock whose maintenance cost practically 
nothing? 

lock which protects not only your customer, 
but your bank, from every form thievery and 
error? 

lock which has been declared pick-proof 
Underwriters Laboratories? 

lock which offers more exclusive safety fea- 
tures than all other safe deposit locks combined? 

There but one such lock existence—the S&G 
Secret Key Changing Sealed Key Safe Deposit 
Lock. Its values eliminate their source the 
possibilities loss your customer 
your bank. For your renter must 
choose his own key, sealed its im- 
pression-proof metal scabbard; 
and your custodian together must 
the lock chooses fit the key 
has selected (see illustrations), and Locks have 
thereafter only your renter and your 


been pioneers pro- 
tection since 1865. 


Sargent Greenleaf Inc. 


AMERICAN BANKERS ASSOCIATION JOURNAL 


PLUS VALUES? 


When writing to advertisers please mention the American Bankers Association Journal 


custodian can enter the box, And the state- 
ment your renter signs, that first touch 
see his key, court evidence against fraud! 

This S&G Lock can reset infinite num- 
ber key-and-lock changes. ismanufactured 
the same pioneering organization which made the 
first time lock ever installed bank vault 
door. standard equipment for such banks 
Equitable Trust New York; Bank America, 
New York; Union Trust Detroit; Aldine Trust 
Philadelphia; Northwestern National Min- 
neapolis. The coupon will bring you sample 
this lock, and complete explanation its 
values and how they can increase your safe deposit 
box business. 


SARGENT GREENLEAF INC. 
ROCHESTER, 

(Check square for information desired) 
send sample the new patented S&G Sealed Key. 
send sample the S&G Secret Key Changing Sealed 
Key Safe Deposit Lock, with sample keys and instructions. 


Check here you wish copy Quick Trip Through Lock 
Factory. 
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cial carrier loader. 


Close-up Baby Tube Station 
member’s booth, showing reserve 
carriers, dispatching inlets and spe- 


Here, Speed and Accuracy 


are Prime Importance ... 


handling the great volume orders 
transacted stock exchange, speed 
and accuracy must maintained. Hence 
that the San Francisco Stock Exchange 


has installed Lamson Pneumatic Tubes. 


result, more than 260 terminals link 
the trading posts, member-firm booths and 
comparison room. All transactions are 
handled quickly, accurately—and quietly. 


Many banks and other financial houses 
also have turned Lamson Baby Tubes— 
for verification signatures and balances, 
the transmission information, and the 


exchange messages and memoranda. 
These tubes, linking tellers with sources 
information, operate speedily and 
quietly that customer good will main- 
tained. And yet deposits are protected 
the close connection they establish between 
teller and bookkeeper. 


Your request will bring Lamson expert 
study your bank layout and plan 
Lamson system. There cost for this 
service, and you are not obligated any 
way. Address the Lamson Company. 
Syracuse, New York. 


PNEUMATIC TUBES 


When writing to advertisers please mention the American Bankers Association Journal 


i 
| 
« ‘ 
“ 


March, 


AMERICAN BANKERS ASSOCIATION JOURNAL 


Instalment Selling Through the Depression 


(Continued from page 748) 


panies and the number new cars 
purchased the dealers. The latter 
figure not directly available, and 
for present purposes was assumed 
equal the number cars 
manufactured minus the number ex- 
ported. This course not quite 
correct because lapse time 
between manufacture and purchase 
the dealer, but very nearly right 
because ordinarily very few cars are 
stocked the factories, nearly all be- 
ing shipped the dealers almost im- 
mediately upon completion. 

January, 1929, the finance com- 
panies supplied for wholesale financ- 
ing, $106 for each car sold dealers. 
This sum rose very rapidly through- 
out the year, reaching peak $249 
November and nearly much 
December. The change during 1930 
was not marked, but the increase 
continued, the highest figure being 
$275 October, followed $261 
November and December. According 
figures furnished the National 
Automobile Chamber Commerce, 
the average wholesale value all mo- 
tor vehicles manufactured 1929 was 
$636, dropping $616 1930. Thus 
the peak month November, 1930, 
the finance companies furnished for 
wholesale financing per cent the 
wholesale value the cars sold 
dealers. January, 1929, they sup- 
plied only 1/6, 2/3 per cent, 
the wholesale value the cars. Un- 
doubtedly true that the dealers 
have never any time been obliged 
borrow the full value all the 
cars which they purchased. Indeed 
astonishing that they should ever 
have borrow much per 
cent their value. That portion 
the purchase price their new cars 
which the dealers not borrow, ob- 
viously comes from sources, 
namely, the dealers’ own funds and 
borrowings from the banks. 


Little Profit 


evident, then, that during the 

past two years, there 
extraordinary shift this burden 
from the dealers and the banks 
the finance companies. The finance 
companies make very little profit from 
this business, frequently none all, 
because the money which they loan 
the dealers, they themselves have 
borrow from the banks and they gen- 
erally loan the dealers for only 
very slight advance over what 
costs them. One result this that 
when finance company carrying 
the dealer’s wholesale financing, 
naturally expects the dealer sell 


all his instalment contracts. 
is, therefore, evident that this 
great increase wholesale financing 
the finance companies would natu- 
rally accompanied increase 
the proportion instalment con- 
tracts turned over the dealers 
the companies. Furthermore, 
undoubtedly true that during 1929, 
the banks were restricting their loans 
dealers and also their direct pur- 
they had other and more profitable 
uses for their money. 


Burdened 


URING 1930 probable that 

they continued this policy be- 
cause general knowledge that 
great many the dealers were 
serious financial straits. un- 
questioned fact that very great num- 
ber dealers either failed gave 
their dealerships during the past year, 
some estimates the number deal- 
erships terminated during the year be- 
ing high 15,000 about per 
cent. The net conclusion from all this 
is, that the increase financing ratio 
shown the first diagram, may very 
well have been entirely due shift 
the holdings instalment paper 
from the dealers and banks the 
finance companies. 

thousand dealers through the Na- 
tional Automobile Dealers 
ation indicate that the percentage 
new passenger automobiles sold 
instalments increased from 58.1 per 
cent 1928 62.6 per cent 1929. 
That increase occurred during the 
year. Corresponding figures 
for 1930 are now being collected, but 
unfortunately the results are not vet 
available and, therefore, not pos- 


smaller proportion cars were sold 
the instalment plan during 1930 
than during the previous year. 
seems, however, highly probable that 
there was actually decrease. 

very important factor the 
total instalment sales, and one 
that perhaps not generally thought 
of, that the sale used cars. 
The percentage used cars sold 
the instalment plan, according 
reports dealers, was slightly 
greater than the percentage new 
cars during the years 1926 1929, 
inclusive. During the period 
the number used cars sold has been 
rapidly increasing, and also the ratio 
used car sales new car sales. 
The dealers’ reports show that the 
ratio used car sales new car 


sales increased from 119 per cent 


1927 129 per cent 1929. 
very certain that the increase 1930 
was even more marked. 

The reason why used car sales are 
more numerous than new car sales 
not hard see. results from what 
are known trade-ins trade-ins. 
When the dealer sells new car 
usually takes used car trade 
and when sells that used car 
frequently takes another used car 
trade, that sometimes 
four five sales take place 
nection with the sale one new car. 
the past, and perhaps even yet, the 
dealers have carried large part 
the used car paper themselves, be- 
cause the finance companies have been 
reluctant purchase the used car 
paper, except where these cars have 
been very good condition and rela- 
tively new. Nevertheless, there 
tendency for the finance companies 
purchase larger proportions used 
car paper, well shown the 
diagram entitled Financed 
Monthly.” 

This shows that 1928 the num- 
ber used cars financed the 492 
reporting companies was less than the 
number new cars every month 
except one. 1929 there were three 
months which the number used 
cars financed exceeded the number 
new cars, while 1930 there were 
only two months which the num- 
ber used cars financed did not ex- 
ceed the number new cars. This 
increase the relative number 
used cars financed has naturally been 
accompanied increase the 
proportion funds used for this 
purpose. The proportion retail 
financing funds for used car paper 
was per cent 1928, per cent 
1929 and per cent 1930. 
dollars the figures were round 
numbers $340,000,000 1928, $483,- 
000,000 1929 and $450,000,000 
1930. 


Helped Balance Losses 


evident from the diagram that 

the finance companies did consid- 
erably less retail financing 1930 
than the previous year, but this loss 
business was less than otherwise 
would have been, due the relative 
increase the used car paper busi- 
ness. This factor, taken together 
with the shift business from the 
dealers and banks the finance com- 
panies, resulted giving the latter 
actual increase business 
1930, over 1928, per cent, 
although this was decrease 
per cent from the figures 1929. 

The marked increase the propor- 
tion used paper purchased 
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the finance companies 1930 was un- 
doubtedly due part their hunger 
for business. The lack the de- 
sired volume new car paper un- 
doubtedly led them purchase many 
used car contracts character 
which they would have rejected 
former years. This undoubtedly led 
some increase the percentage 
defaults and repossessions, because 
has been the uniform experience that 
used car paper less desirable 
this respect than new car paper. This 
difficulty can minimized, however, 
care looking the credit 
standing the purchaser, insist- 
ence adequate down payment 
and seeing that both the used 
car sold and the used car traded 
for are valued. Many 
finance companies tell that they 
have now mastered the technique 
used car financing such degree 
that they regard profitable busi- 
ness. 

What part should the sale used 
cars instalments have any dis- 
cussion the economic effect in- 
stalment selling? Used cars appear 
have direct relationship the 
problems production and distribu- 
considered that there were mar- 
ket for used cars there undoubtedly 
would very much smaller market 
for new cars, because, today, ma- 
jority cases, the prospective pur- 
chaser new car figures paying 
for part turning his old 
car and very many cases 
could not this, would not feel 
able make the new car purchase. 


The Instalment Debt 


HOSE who believe 

ment selling was some impor- 
tant measure responsible for the de- 
pression allege that the ultimate con- 
sumer had mortgaged too large part 
his future income instalment 
debts and have implied that these 
debts would have paid off largely 
before could expect return 
prosperity. is, therefore, impor- 
tant see what evidence available 
from the data regarding the amount 
this instalment debt and its reduc- 
tion during the past year. 

The diagram entitled “Outstanding 
Instalment Debt Cars Financed” 
has bearing this question. The 
which based are not 
reported directly the finance com- 
panies. They are computed the 
assumption that the retail outstand- 
ings the instalment 
chased the reporting companies are 
the same would the case 
every contract was paid off twelve 
equal instalments. Such 


evidence have indicates that in- 
stalment contracts are, the aver- 
age, paid off less than twelve 
months, that the diagram may 
considered conservative. based 
the figures reported for the three 
years, 1928, 1929 and 1930, but under 
the assumption which are using, 
the first month for which the total 
outstandings can computed De- 
cember, 1928. For this reason, the 
diagram made cover only the 
two years 1929 and 1930. 

financing figures, including both new 
and used car data, and indicates that 
while the outstandings increased very 
materially during 1929, reaching 
peak the end August, they have 
now decreased point slightly be- 
low where they were the end 
1928. The highest point the 
curve corresponds outstandings 
$966,000,000 and the lowest point 
the end December, 1930, 
000,000. These figures not cover 
any means the whole the instal- 
ment debt; they not include all 
that due automobiles and they 
not include any that due other 
kinds goods. seems altogether 
probable however, that the shape 
the curve and the magnitude its 
and down swing are fairly repre- 
sentative what has taken place 
the entire field instalment obliga- 
tions. 


Gives General Picture 


seems probable, however, that 
curve representing all instalment 
outstandings would somewhat flat- 
ter and relatively somewhat lower 
the right hand end. probable 
that sales instalment goods gen- 
erally did not increase much above 
normal 1929 did the sales 
automobiles. This would mean that 
curve for all instalment goods 
would not show wide sweep from 
the low point the high point 
1929; also, must remember that 
the curve the diagram reflects the 
experience automobile finance com- 
panies and includes the effect the 
shift instalment paper from 
dealers and bankers finance com- 
panies already discussed. This 
would mean that the curve were 
strictly correct for all automobile 
paper, would relatively some- 
what higher the 1929 half the 
diagram somewhat lower the 
1930 half. 

spite these difficulties, how- 
ever, seems fairly reasonable 
conclude that the curve 
trate general way about what has 
happened and happening with re- 
gard the instalment debt the 
nation. does not justify the con- 
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clusion that there was any very enor- 
mous increase the instalment debt 
during 1929 that there has been 
any such decrease since then could 
very significant factor toward 
the return prosperity. evi- 
dent that the curve will continue 
downward until about the end Feb- 
ruary and then start again, reach- 
ing height dependent upon the 
amount recovery the automobile 
business, that will continue 
swing and down and that similar 
curve representing all instalment ob- 
ligations would continue swing 
and down through moderate range 
year after year. There nothing 
here corresponding magnitude 
the violent changes reflected some 
the other curves with which are 
familiar, showing the change from 
boom conditions conditions de- 
pression. 


Contrast with Brokers’ Loans 


ROKERS’ loans, for 

have decreased from more than 
$8,500,000,000 September, 1929, 
$1,700,000,000 the end January, 
1931. This drop almost 
$7,000,000,000, whereas the maximum 
range shown the curve out- 
standing instalment debts automo- 
biles financed only $342,000,000 and 
this largely seasonal. compari- 
son with the diagram entitled 
Financed Monthly” will show that the 
seasonal effect outstandings well 
the total shift the volume out- 
standings very much less than the 
normal seasonal change volume 
The 
tabulation gives the complete figures 
for retail automobile outstandings 
the 492 reporting companies, monthly, 
for 1929 and 1930 and also the per- 
centage relation between the figures 
1930 and those the correspond- 
ing months one year earlier: 


RETAIL AUTOMOBILE OUTSTANDINGS 


1930 in 
Per Cent 
1929 1930 of 1929 
January ... $641,100,000 $804,651,000 125.5 
February .. 630,694,000 755,363,000 119.8 
March ..... 668,968,000 744,547,000 111.3 
April ...... 33,891,000 758,460,000 103.3 
Ce 806,009,000 768,845,000 95.4 
June ...... 868,885,000 780,579,000 89.8 
928,183,000 775,300,000 83.5 
August .... 965,715,000 759,118,000 78.6 
September... 965,299,000 736,068,000 76.3 
October ... 959,779,000 707,762,000 73.7 
November .. 910,817,000 661,076,000 72.6 
December .. 866,263,000 623,467,000 72.0 
Average ... $837,139,000 $739,603,000 88.3 


Ratio Retail Sales 


most generally accepted esti- 
mate the volume instalment 
selling this country that total 
instalment sales amount about 
$6,000,000,000 per year, with average 
outstandings about $2,600,000,000. 
the latter figure about correct 
(Continued page 790) 
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all Chevrolets 
are still use 


Chevrolet Sport Coupe 


During the past twenty years the American 
public has purchased 4,883,865 Chevrolet 
cars. Seventy-two per cent 
still active service! Such 
record convincing testimony Chevrolet 
quality—it demonstrates the soundness 
Chevrolet’s policy building the very best 
car possible for the price, and striving con- 
stantly offer greater value. This policy 
has brought many advantages the Chev- 
rolet dealer and many important benefits 
Chevrolet buyers. the Chevrolet Six 
today these advantages and benefits find even 
fuller and finer expression. This new Chevro- 
let Six attracting many buyers through its 
unusual quality and low prices. The Chev- 
rolet dealer, consequently, favorable 
profit position and adding his reputa- 
tion successful, progressive merchant— 


the holder valuable business franchise. 


NEW CHEVROLET SIX 


The Great American Value 


New Low Prices—Roadster, $475; Sport Roadster (with rumble seat), $495; Phaeton, $510; Standard Coupe, $535; Coach, $545; Standard 
Five-Window Coupe, $545; Sport Coupe (with rumble seat), $575; Five-Passenger Coupe, $595; Convertible Cabriolet, $615; Standard Sedan, 
$635; Special Sedan, $650; Convertible Landau Phaeton, $650. Special Equipment Extra. Low delivered prices and easy terms. Chevrolet Trucks, 


$355 $695. Product General Motors. All prices Flint, Michigan. 


Chevrolet Motor Company, Detroit, Michigan. 
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TRUST COMPANY Kalamazoo 
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The Condition Business 


Some Gains Reported Steel, Automobiles, Textiles and 
Building. Significance Reduced Inventories. The Factor 
“Sentiment” Steadily Improves. Continued Easy Money Con- 


may safely said that general 

business has not lost any ground 
during the past month and that 
there have been definite gains 
such key industries steel, automo- 
biles and textiles. Retail trade 
holding near the level year ago, 
despite the fact that the accepted in- 
dices production are still some 
per cent below the same period 
1930. Building construction 
parently negotiating turn, prelimi- 
nary reports for February indicating 
increase per cent over the 
same month last year contract 
awards, gains per cent resi- 
dential building and per cent 
public works and utilities more than 
offsetting the decrease .29 per cent 
non-residential projects. 

The “miniature bull market” 
stocks carried prices about 
per cent more during the month 
February point per cent above 
the December, 1930, lows, and repre- 
sentative issues have pushed 
through the November, 1929, lows. 
There has been good bond market 
also, thanks the halt new offer- 
ings that resulted from the Soldiers’ 
Loan uncertainty. Bank loans and 
instalment credit are still decreasing, 
but must remembered that when- 
ever people get out debt they are 
then position expand their credit 
again for the purchase goods and 
securities. 


Sentiment Better 


true that the gains achieved 

far are only moderate and, they 
were all taken together, the total 
not very impressive when considered 
relation such situations the 
subnormal prices raw materials, ex- 
cessive plant capacity numerous in- 
dustries, widespread unemployment, 
economic depression and political un- 
rest other countries, etc. Business 
sentiment, nevertheless, seems 
improving every day. More and 
more, responsible people are lining 
the constructive side. Not only 
the manufacturers, merchants and 


bankers, but the average man-of-the 
street are last becoming convinced 
that business follows up-and-down 
cycle and that eventual recovery 
certainty. 


This element sentiment 


ditions Have Contributed Strength Bonds and Stocks. 


cannot measured statistically nor 
expressed index numbers per- 
centages, yet always one the 
most important factors the equa- 
tion, and one will deny that the 
hopeful sentiment found today stands 
striking contrast with the disap- 
pointment witnessed only 
months ago. 


Improvement Textiles 


CONSIDERABLE degree at- 

tention being given, and 
rightly so, the cotton manufactur- 
ing industry and the recent increase 
sales, which, combined with the 
adherence the program re- 
stricted schedules, has enabled mills 
and their agents reduce the stocks 
finished goods hand sub- 
stantial amount. the accompany- 
ing chart may seen the accumula- 
tion stocks that resulted from al- 
lowing production run only slightly 
excess sales, which has been 
remedied since the middle last year 
cutting down the slight overpro- 
duction, largely through the elimina- 
tion night operations. 


Cotton goods—thousands yards per 
month 


Correction the inventory position 
the cotton goods industry, 
many other lines, was not accom- 
plished solely increase sales, 
but also holding down production. 
Consumption raw cotton Janu- 
ary totaled 454,188 running bales, 
compared with 576,160 January, 
1930. This fact necessarily detracts 
from the favorable interpretation that 
might otherwise placed the re- 
duction stocks. 

Nevertheless the elimination ex- 
cess stocks prerequisite genu- 
ine improvement any industry. Not 
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only does the cutting-up, wholesale 
and retail trade, adhere hesitant 
buying attitude when excessive stocks 
are known exist, but the price level 
and profit margins are seriously af- 
fected. Last year was one the 
worst that the cotton industry has 
ever experienced. twenty-six cot- 
ton mills that have published their re- 
ports stockholders for the year, 
twenty-three reported net deficits be- 
fore dividends, any, totaling $11,- 
564,000. These far outweighed the 
profits the remaining three com- 
panies, and resulted net deficit 
for the industry $10,116,000. 
the beginning the year 1930 these 
mills had combined capital and sur- 
plus $202,522,000, that they not 
only failed earn any return this 
large investment but suffered loss 
per cent their capital. For 
the industry whole the condition 
was even worse than the showing 
these twenty-six representative com- 
panies, for great many com- 
panies issued reports whatever be- 
cause their severe losses the fact 
that they were receivership, reor- 
ganization liquidation, and some 
the income reports that were issued 
revealed that charge had been set 
for the depreciation plants and 
machinery. 


New Uses for Cotton 


OTTON manufacturing still ranks 
one the largest American in- 
dustries, and the business that has 
lost the silk and rayon industries 
the course the last few years has 
considerable extent been offset 
increasing demand from wide va- 
riety other industries, particularly 
the motor industry, for upholstery 
and tire fabric and cord. will 
recalled that after the depression 
1921, was the textiles that took the 
lead general business recovery. 
Dealers believe that the present gain 
sound basis and that the cot- 
ton goods definitely turned 
the corner. conservative policy, 
course, must adhered for some 
time the danger overproduction 
regain its position among the ranks 
the prosperous. 
Some comment might order 
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the reduction inventories 
the wholesale and retailer distributors 
merchandise last year. The state- 
ment has been frequently made that 
stocks goods are being rapidly re- 
duced and that this condition de- 
pleted stocks furnishes one the 
surest arguments support busi- 
ness recovery. Yet comparison 
the combined inventories shown 
the statements large group 
companies the end 1930 with 
those year previous fails show 
large decrease has been gen- 
erally expected. composite balance 
sheet prepared the Standard Sta- 
tistics Company for 123 industrial 
companies shows that total inven- 
tories amounted $1,354,580,000 
the end 1929 and $1,199,320,000 
the end 1930. Expressed rela- 
tives 1929 100 per cent, inven- 
tories the end 1930 stood 89, 
while the end 1928 they were 
and 1928 were 86. 
survey was made the accounting 
firm Ernst Ernst 644 com- 
panies engaged twenty-seven dif- 
ferent lines industry and showing 
17.64 per cent decline dollar 
value. 


Hand-to-Mouth Purchases 


EGARDLESS what figures are 

used, certain allowance must 
made for the lower price level 1930 
compared with year earlier, but 
applied the great merchandising 
division business, such figures are 
slightly misleading that they in- 
clude principally the manufacturers, 
and well known that the last 
five years there has been growing 
tendency for retailers purchase 
from hand-to-mouth and make the 
manufacturer carry the burden in- 
ventories. Certainly the last year, 
with buying from the public curtailed, 
commodity prices falling, unemploy- 
ment spreading, the future outlook 
unpromising and the desire toward 
strengthening ones’ financial position 
and reducing expenses mini- 
mum widely practiced, the tendency 
dealers lower their inventories 
relation volume sales was re- 
ported more pronounced than 
ever before. 

Taking list ten the largest 
chain store, department store and 
mail order houses which have thus far 
issued their 1930 annual reports, the 
reported inventories make the accom- 
panying comparison with year ago. 

Many these organizations had, 
during the latter months 1929, al- 
ready cut down their inventories 
what were considered irreducible 
minimum figures, that the further 
reduction made during. 1930 has 
brought them the point where any 


material increase their sales the 
public must quickly reflected in- 
creased demands upon the manufac- 
turers. 

Reports coming from trade and 
industrial centers show high 
degree irregularity, might ex- 
pected this season the year and 
the apparently stabilizing turn- 
ing point business cycle. Steel 
production the current quarter year 
forecast around per cent above 
the last quarter, taking January steel 
ingot production officially reported, 
adding increase per cent the 
daily rate for February and fur- 
ther increase per cent for March. 
This closely line with the usual 
seasonal expansion that has occurred 
recent years. 

Advances production schedules 
several automobile manufacturers over 
the original outputs planned for the 
month February indicate sub- 
stantial increase the output for the 
month, which probably exceeded 200,- 
000 vehicles, against 346,000 Feb- 
ruary year ago. Following the ex- 
tensive liquidation dealers’ stocks 
cars during the latter part 1930, 
manufacturers have maintained their 
conservative policy respect ship- 
ments new models. With dealers 
similarly cautious making advance 
commitments, the current field inven- 
tories new cars probably are ma- 
terially below the normal level for the 
season. said that the plea 
Robert Lord, Detroit banker, sent 
hundreds bankers throughout 
the country, lend assistance the 
automobile dealer, has met good re- 
sponse. There now seems am- 
ple retail credit for the purchase 
new cars. 


Copper and Tin 


HERE has been yet little in- 

crease the demand for the non- 
ferrous metals, which must await re- 
covery the automobile and building 
industries and business generally. 
Export buying copper somewhat 
better, however, following the firm- 
ness and fractional advance price. 
Stocks copper declined again last 


Merchandise Inventories Dec. 


(In Thousands Dollars) 
Per 


Cent 

1930 1929 Change 

Sears, Roebuck & Co.. $60,090 $77,937 —22.9 
Montg’y Ward & Co.. 51,420 67,145 —23.5 
J. C. Penney Co...... 35,595 49,902 —28.7 
Marshall Field & Co.. 33,122 42,677 —22.4 
S. Kresge Co....... 16,570 18,5837 —10.6 
S. H. Kress & Co..... 11,257 11,061 +1.8 
Butler Brothers....... 9,721 11,865 —18.1 
Natl. Bellas Hess Co.. 4,871 9,895 —48.2 
Grand Union Co...... 3,460 4,030 —14.1 


month owing, the case cotton 
goods, curtailed production. Lead 
prices have been advanced points 
4.60 cents per pound. Tin prices 
have advanced anticipation the 
two-year program restrict exports 
that became effective March be- 
tween the four principal producers— 
Nigeria, Bolivia, the Dutch East In- 
dies and the Federated Malay States. 
Criticism the plan, however, and 
forecasts that will eventually fail 
did the plans for controlling rub- 
ber, coffee, wheat, etc., have been made 
authorities the metal trades 
well economists. 


Oil Problem Unsolved 


UTLOOK for the oil industry con- 

tinues hang the balance 
the various programs for the restric- 
tion output reduce exces- 
sive stocks oil storage are threat- 
ened almost daily with collapse due 
the producers fall into line. World 
production petroleum was the 
neighborhood 1,403,500,000 barrels, 
decrease about 81,000,000 barrels 
from 1929, notwithstanding which 
stocks storage continued mount. 
Because the lower prices realized 
both crude and refined products 
last year, earnings the majority 
companies fell substantially below 
those 1929, the decline amounting 
about per cent the average. 
According tabulation the re- 
ports companies the industry 
for which final estimated figures 
are available, net profits declined from 
$627,539,000 1929 $343,177,000 
1930, and rate return capital 
and surplus, which January 
1930, aggregated $6,489,612,000, de- 
clined from 10.8 per cent 5.3 per 
cent. 

Coal mining has shown some im- 
provement account the seasonal 
increase consumption but the fact 
that the winter now drawing 
close has been one the mildest 
record for many sections the coun- 
try has not been any help the 
coal industry pulling out its 
depressed state. 


Shipping 


AILURE shipping lines main- 

taining services between the At- 
lantic and coasts the United 
States settle their differences (un- 
der discussion since last August) has 
resulted the recent disruption 
the Intercoastal Conference. Cancel- 


lation rate structures maintained 
member lines, and the releasing 
tonnage for service which was former- 
withheld mutual agreement, are 
(Continued page 808) 


| 
| 
3 
i 
; 
i 


March, AMERICAN BANKERS ASSOCIATION JOURNAL 


put Bonds away 
and forget about them” 


VERY newspaper you pick brings 

part the reason. Unemployment...de- 

clining sales...slumping earnings...increasing 
competition. 


Unrest 
elsewhere. 


But the bond market whole rising, you 
say? True—but only part. 


For, the very same factors forcing prices 
highest grade issues have tendency 
push certain other issues DOWN, even faster 
and further. 


new and powerful influences—eco- 
nomic, political, industrial—are work today 
undermining the investment position many 
securities once considered impregnable! 


And—plenty grief exists many bank’s 
portfolio right now, reading our morn- 
ing’s mail will testify! 

Fortunately, however, such danger can 
anticipated— serious loss can prevented— 
easily, inexpensively. Several the “Standard 
Services” are designed for this very purpose— 
not only guide banker buying and sell- 


ing bonds more profitably, but also equip 
him SAFEGUARD his portfolio. 


Will you let tell you about these services 
and how they might fit with your needs... 
without cost obligation? 


The handy coupon for your convenience. 


STANDARD STATISTICS INC. 
345 HUDSON STREET NEW YORK CITY 


STANDARD STATISTICS CO., INC. 
345 Hudson Street, New York City 


Please send information about your Service which will 
aid SAFEGUARDING portfolio. have about 


invested “other bonds and securities.” 


CITY AND STATE. 
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Distinction always carries its mark recognition. Through the Depression 


(Continued from page 784) 


for the outstandings end 
1928 and the curve the last dia- 
gram represents approximately the 
changes occurring the total volume 
outstandings, then this total grew 
about $3,900,000,000 1929 and 
now back about where was the 
end 1928. Undoubtedly the total 
range was less than that, because 
sales all instalment goods undoubt- 
edly fluctuate less than the sales 
automobiles alone. may, there- 
fore, conclude that the total volume 
instalment outstandings varied 
during the two years, including the 
boom 1929 and the depression 
1930, amount not much ex- 
cess $1,000,000,000. 

fairly certain that the total 
annual volume retail sales this 
country excess $50,000,000,- 
000. therefore follows that the 
variation the volume instalment 
outstandings, during this period, has 
been the neighborhood per 
cent the annual volume retail 
sales and that the total instalment 
outstandings the present time are 
the neighborhood per cent 
the retail sales volume. 

Instalment selling has gone through 
boom and depression. What 
conclusions may justly drawn from 
that experience? First, depression 
does not result excessive volume 
defaults repossessions and does 
not produce any appreciable amount 
frozen credits the instalment 
field. Second, the soundness and 
liquidity finance companies are not 
all adversely affected depres- 
sion and consequence finance 
company paper exceptionally de- 
sirable asset for banks during de- 
pression period. Third, the volume 
instalment buying during boom 

about the same proportion the vol- 
ume all buying the classes 
goods which are commonly sold 
instalments. other words, the vol- 


9 
ume instalment selling increases 
during boom and decreases during 
depression, but these changes are 


result and not cause. Fourth, the 

FOR BUSINESS STATIONERY volume instalment outstandings 

varies only moderately slowly 

and does not exhibit the violent move- 

ments that are characteristic many 

CRANE INC. the common indexes business 

during the oncoming depression 

period. Fifth, there evidence 

that instalment selling impor- 

tant factor either bringing 

depression bringing depres- 
sion end. 
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JAPAN 


vast business Japan and with branches through- 
out the world, one Japan’s largest financial institutions 
looks America for design and materials construction for 
its new home Osaka. The fact that York Safe and Lock Com- 
pany was selected 


SUMITOMO BANK 


build and install the extensive vault equipment this 
building well the new branch offices Nagoya, Kyoto, 
Honolulu and elsewhere yet another tribute York’s world- 
wide preeminence. 

The recognized position the York Organization experts 
modern bank vault manufacture and construction your 
best assurance planning for your own requirements. 


YORK SAFE AND LOCK CO. 


York, Pennsylvania 


the World’s Greatest Vaults 


Branches 
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Facilities 


Based Wide 


Experience 


your own business you meet 
many emergencies that call for 
the solution difficult transit 
and collection problems. 
we. 


The help can give you the 
result years experience with 
just such problems. 


serve every type banking 
institution every section the 
United States. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital, Surplus and Profits, $46,000,000 


Recent Evolution 
Policy Reserve System 
(Continued from page 780) 


business situation home and criti- 
cal situation the foreign exchanges, 
apparently threatening the mainte- 
nance the gold standard some 
countries, seemed warrant this pol- 
icy when was adopted, though 
need not have been carried far. 
was successful its main objects 
and turned the tide gold again out- 
ward until about $500,000,000 
been exported. Stock market specula- 
tion though too general was not men- 
acing the time the initiation 
the movement but gathered momen- 
tum the autumn months, and 
November the open market committee 
ceased purchasing securities and al- 
lowed the exports gold produce 
their natural tightening effect upon 
the money market. This was rever- 
sal policy and was followed sales 
securities early 1928, and 
small successive advances discount 
rates the reserve banks, reaching 
per cent July. 

The 1927 open market policy, un- 
like that 1924, was 
claimed great success and has 
been denounced one member the 
Federal Reserve Board (Mr. Miller) 
the greatest blunder any central 
banking system ever made. has al- 
ways seemed me, however, that the 
chief fault lay the failure 
into reverse promptly and sharply. 
The board could not shake off the hesi- 
tant attitude inherited from the ex- 
periences 1920 toward rate ad- 
vances. There never had been real 
effort exercise credit control 
rate since 1920, and the per cent 
rates established with some difficulty 
the summer 1928 were allowed 
stand for full year the face 
more widespread and reckless than 
anything our past history. The 
was resorted not 
only the extent selling the port- 
folio Government securities down 
the back log bonds held some 
reserve banks, but the extent 
forcing practically all acceptances out 
the reserve banks fixing the 
ing rate for acceptances for the first 
time above the discount rate. 

Then with the member banks com- 
pelled borrow make good the re- 
serves taken from them, so-called 
rect was applied. They 
were told pay off their indebtedness 
the reserve banks cease making 
loans brokers. Obviously what the 
banks were asked could not 
done without drastic deflation 
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security prices. This policy led the 
calling loans one bank only 
have them made another bank per- 
haps another city. Great fluctua- 
tions call loan rates were inevitable 
with such policy, and call rates 
rose commercial rates also rose—yet 
the reserve bank rates remained fixed 
per cent. The board was con- 
stantly making more profitable for 
the banks what was asking 
them not do—and banks are, after 
all, run for profit. The banks the 
financial centers order escape 
from their dilemma, and the ab- 
sence support higher rediscount 
rates, tried loaning the funds their 
larger customers direct brokers. 
This had the effect reducing 
deposits, least prevent- 
ing the increase deposits with 
the increase brokers’ loans, and 
afforded some relief from reserve re- 
quirements—but the movement once 
started grew rather alarming pro- 
portions and the banks began re- 
alize that when the inevitable crash 
came they would compelled take 


over these loans, and increase their 


Federal reserve borrowings because 
the increased deposits and reserve 
requirements that would follow. 
does not seem that the specu- 
lative excesses 1928 and 1929 can 
attributed wholly even chiefly 
the open market and easy money 


policies 1927. Easy money will not 


alone start sustain bull market. 
The reversal could certainly have been 
made more emphatic 1928 and 1929 
sharp increases rates and little 
less reliance upon the “hidden hand,” 
and upon “direct pressure.” 

There remains the present policy 
with the lowest reserve bank rates 
the history the system, and hold- 
ings Government securities their 
highest. This policy has been effect 
longer than any the previous easy 
money policies, but far without any 
visible result upon the business situ- 
ation. Meanwhile the open market 
committee has been enlarged in- 
clude the governors all the reserve 
banks with executive committee 
corresponding the old open market 


committee, and the reserve board 
Washington has somewhat tightened 
its control. Whether these changes 


will operate still further retard the 


reverse movements the system 
when the time comes for firming 


policy remains seen. 


one may presume forecast 


future policy from the testimony 
far introduced before Senator Glass’s 


committee there seems likely 
somewhat less reliance upon open 
market operations and more recourse 


rates when becomes necessary 
again attempt exercise control. 


EVERY CHECK YOURS MOVING 
continuous reflection your service and 
passes down the line customers and contacts. 

And that reflection favorable one, your check well 
designed and produced Monte National Safety Paper. 
With your name and emblem incorporated into the Monte 
background color and distinctive wavy lines, your check has 
individuality. stands out. With Monte’s safety crispness 


smartness, your check has character. does its duty. 


You can put Monte work for 


capture the 
goodwill and appreciation your customers with Monte 
checks. And we'll gladly help you. Ask for samples 
Monte Paper ... all its attractive tones and for help re- 


Broadway, New York. 


Sm, 


sample book checks, made 
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Examine Your 
Practices 


EVERY business enterprise that exists long 
enough acquires its various traditions. Whether 
not they are worthy depends upon the 
management. Good management looks into 
the traditions its organization, especially 
budget-making time, and seeks weed out 
those that are undesirable and thereby gain 
something resources for perpetuating and 
strengthening those that are worth while. 


The preparation and use well-ordered 
budget dictate that expenditures must gov- 
erned, not precedent, but necessity 
indicated and explained the aims and 
month month operations the business. 


Effective budget control based reli- 
able facts and figures; method through 
which Modern Accountancy serves the crea- 
tive talents management with the stimu- 
lus and dependable counsel timely and 


exact knowledge. 


AKRON DALLAS 
ATLANTA DAVENPORT 
BALTIMORE DAYTON 
BIRMINGHAM DENVER 
BOSTON DETROIT 
BUFFALO ERIE 
CANTON FORT WAYNE LOUISVILLE 
CHICAGO FORT WORTH MEMPHIS 
CINCINNATI GRAND RAPIDS MIAMI 
CLEVELAND HARTFORD 
COLUMBUS HUNTINGTON, 


HOUSTON 


ERNST ERNST 


ACCOUNTANTS AUDITORS 
SYSTEM SERVICE 


INDIANAPOLIS OMAHA 
JACKSON, MISS. PHILADELPHIA TAMPA 
KALAMAZOO 

KANSAS CITY 
LOS ANGELES 


MILWAUKEE 
MINNEAPOLIS 
W.VA. NEW ORLEANS 


NEW YORK SAN FRANCISCO 


SEATTLE 


FITTSBURGH TOLEDO 
PORTLAND. ME. TULSA 
PROVIDENCE waco 

READING WASHINGTON 
RICHMOND WHEELING 
ROCHESTER WILMINGTON, DEL. 
ST. Louis WINSTON-SALEM 
ST. PAUL YOUNGSTOWN 

SAN ANTONIO 


Job for Unemployed Dollars 


(Continued from page 765) 


tained with the Federal reserve bank 
reflects this net withdrawal. Late 
transfers frequently represent the 
last minute efforts banks bank- 
ing groups get rid their excess 
reserves and means the shifting 
this burden another center. 

until recently there was an- 
change deposits during settlement 
day. Effective last Nov. the Fed- 
eral reserve banks changed their 


regulations and told the banks that 
they might calculate their reserves 
the basis their deposits the 
beginning business rather than 
the close. Thus, the officer looking 
after the calculation reserves does 
not have concerned with the 
fluctuations deposits. However, 
there still assurance that some 
bank, carrying large balance, will 
not instruct its correspondent 
hour before the time settlement 


transfer million funds Chi- 
cago, Philadelphia, San Francisco 
some other city. this element 
speculation that prompts banks 
run “over” “short” its required 
reserve. They attempt guess what 
the net result these adjustments 
will mean. 


Acceptances 


demand for Federal reserve 

funds not limited banks. The 
bill market one the important 
users excess reserves, 
handling acceptances causes 
large turnover Federal funds. The 
reserve banks buy great volume 
acceptances. When 
ment made Federal funds that 
the dealers acceptances have these 
funds their credit. When the 
dealers acceptances pledge these 
with the reserve bank for certain 
short periods time, they receive 
credit the Federal reserve bank. 
the various operations which 
the bill dealers and brokers are in- 
volved, there constant demand 
for Federal funds. 

New York, being the financial cen- 
ter, the chief market. Most the 
large banks New York participate 
the sale and purchase Federal 
funds. But singularly two the 
large Boston banks, through their se- 
curity companies, have been most 
prominent dealing excess re- 
serves. They take position daily 
Federal funds and buy and sell 
these funds, charging per cent 
ordinarily for the placing excess 
reserves. The large banks 
other centers generally 
inquiries through their private wire 
systems, which center their New 
York offices. through experi- 
ence and shopping around that bank 
officers adjusting reserves come 
learn which institutions are most 
likely have excess reserves sell 
and those which seek make their 
deficiencies this economical man- 
ner. disposing their excess 
reserves direct, what 
brokerage thus saved. 

The sales excess reserves are 
made for single day and, unlike 
call loans, are not secured the de- 
posit securities collateral. The 
sale excess reserves would con- 
sidered only the strongest and best 
known banks, whose credit un- 
questioned standing. 
readily made. The Federal reserve 
bank merely directed transfer 
the million—or whatever the sum 
—to the credit the borrowing bank 
and debit the reserve balance 
the institution, which 
with too much reserve hand. Re- 
payment made the sending 
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cashier’s check, with the amount 
the interest included, wire 
acknowledgment confirming the pur- 
chase and advising that the funds will 
returned the following day 
through the Federal reserve bank. 

rule, most large 
banks await information clear- 
ing figures which reveal just what 
their reserve position for the day 
before acting. The tell 
whether not they are long short 
their Immediately 
thereafter, during the few hours re- 
maining before the close business, 
they attempt put this excess 
work—or, they are short, they en- 
deavor purchase sufficient funds 
bring their reserve the required 
amount. While banks New York 
are the largest purchasers and sellers 
Federal funds, the larger banks 
Philadelphia, Boston, Chicago, Cleve- 
land, St. Louis, Los Angeles and San 
Francisco have dealt excess re- 
serves during the past year. 

The nature the operation vir- 
tually precludes the possibility the 
smaller banks from engaging it. 
the first place, the units are large 
—the transactions seldom 
than $300,000 and frequently range 
high several millions dollars. 
The transactions are 
rather than loans, and the arrange- 
ments must completed expe- 
ditiously that the limited amount 
time available would serve prac- 
tical barrier great many banks. 
Banking law forbidding banks from 


lending more than per cent the 


total invested capital single bor- 
rower would prevent banks mod- 
erate size from making these one-day 
loans. They could obtain virtually 
much depositing the surplus funds 
with their correspondent bank and 
receiving additional interest. 

The return that might expected 
from the sale excess reserves re- 
cently certainly would not prove very 
attractive. Federal funds have sold 
impressively low interest rates 
late, many sales having been recorded 
most the months 1930, however, 
excess reserves were, purchased 


With rail outlets already serving 
Fort Worth and construction addi- 
tional lines now under way about 
start, Fort Worth will have the equiv- 
alent rail outlets. These new ex- 
tensions will open fabulously rich 
sections West Texas and central and 
western Oklahoma and involve more 
than 1200 miles new lines which will 
built cost exceed $50,000,000. 


air lines and many motor-bus and 
truck lines operating regular sched- 
ules and radiating every direction 
complete transportation system 
equaled few cities and surpassed 
none. 


—but write today for your 
copy Fort 
Worth and the whole story 
this rapidly growing man- 
ufacturing 
center. The student pres- 
ent day industrial conditions 
will find much interest— 
and wonderful opportunity 


LINES 


rates ranging from per cent. 
The volume sales and purchases 
probably will range around $150,000,- 
000 $200,000,000 weekly, although 
the exact figures probably are not 
published anywhere. During the past 
year, there has been great deal 
activity because call money rates have 
hovered around and per cent, 
and there have been times, especially 
since the first when the New 
York banks have experienced diffi- CHAMBER COMMERCE FORT WORTH, TEXAS 
culty getting out all this money 

any rates. 


—in the story Fort Worth. 


FORT WORTH 


THE MANUFACTURING AND TRANSPORTATION 
CENTRE OF THE SOUTHWEST 


AIR LINES 
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Charter Member 
New York Clearing House 
Association 


Eminently qualified its 


119 year record, conservative 


policies, nation-wide contacts, 


and neighborly spirit serve 


those who require New York 


correspondent 


CHATHAM PHENIX 


NATIONAL BANK AND TRUST COMPANY 


New York 
MAIN OFFICE: 149 BROADWAY 
16 Branches in New York City 


Established 1812 


Resources More Than _ $300,000,000 


One Way Save Bank 


(Continued from page 764) 


“To those who not agree with 
and who cannot see that the 
broad welfare our entire people 
stake, you want start some- 
thing, start it, but sure that you 
are prepared stay with what you 
start and see finished, because 
expect stay here and the 
finish. 

* * * 

“The writer this article was born 
this county and has spent his entire 
life here. has worked with and 
for the people thirty-five years. 
crowd can gather anywhere but that 


can see many people, men, women 
and children, who have been him 
for counsel, guidance and help. 

“Come into the bank when you have 
business transact when you 
really have occasion see us, but 
please not stand about the lobby 
bringing about needless crowding and 
confusion and leading the alarm 
timid people. 

* * * 

“We are possibly facing the test 
our lives and our generation this 
section. The world going know 
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how acquit ourselves. can 
men and our duty, not for our- 
selves alone, but for the good all, 
can weaklings and not only 
take the consequences for ourselves, 
but let the consequences also come 
thousands who are position 
help themselves. Where you stand?” 
The bank won. 


Control Affiliates 


(Continued from page 758) 


stockholders, the possible prejudice 
other stockholders, and the 
prejudice the general position 
the bank. 


One Pocket Another 


THIRD group objections re- 

the possibility abuses 
the way excessive loans 
subsidiary from the 
While loans subsidiary are sub- 
ject the same limitations which 
apply any other single borrower 
from bank, evident that where 
bank has several subsidiary cor- 
porations could lend very con- 
siderable portion its resources 
concerns under its own control, and 
deemed dangerous several com- 
mittee members. The Federal au- 
thorities their testimony indicated 
the general undesirability connect- 
ing bank stocks with other stocks 
any interlocking device and expressed 
opposition the voting trusts 
which bank stock was often involved 
connection with subsidiary com- 
panies highly undesirable. 

The entire subject bank affiliates 
greatly complicated, course, 
wide diversity the manner or- 
ganization and control the securi- 
ties subsidiaries, not mention the 
many other corporations operating 
other lines and owned banks. 
These concerns are state corporations 
usually organized deal stocks 
and bonds, make investments and 
carry any similar line invest- 
ment business, but there wide va- 
riation the manner which their 
stock held. and gen- 
erally the case national banks, 
stock the subsidiary held 
holders the bank. The company 
may have been organized divi- 
dend from the bank, subscription 
among stockholders through “rights” 
given the bank, public sub- 
scription. The stock whole may 
some cases directly attached the 
bank that the two stocks are 
bought and sold unit; sometimes 
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companies are organized officers 
banks private investments and 
are connected with the banks only 
through the control the same offi- 
cers while other cases the organi- 
the bank its stockholders and 
controlled managed officers en- 
tirely different from the bank’s per- 
sonnel. Often there legal con- 
nection between bank and 
company, but the actual operation 
the company and the bank such 
that they become fact united 
enterprise. 

short there_is standard or- 


ganization concerns and 


any supervisory control, effec- 
tive, must broad. The 
Federal Reserve Board, its sum- 
mary the information had se- 
cured the subject branch, group 
and chain banking presented the 
House committee year ago, brought 
out the fact that important part 
the group banking movement was 
the organization subsidiary com- 
panies owned the various groups 
for the purpose carrying al- 
most every line financial operations 
ranging from pure banking in- 
surance companies. 

Admitting that the abuses which 
the objections the authorities and 
others are directed exist some 
banks and affiliates and may exist 
others the question naturally arises 
what can done about it. The 
Comptroller and the Federal authori- 
ties generally have asked for more 
authority than that necessary ex- 
amine and supervise affiliates na- 
tional banks, realizing 
power cannot extend state banks 
without complete overhauling the 
dual bank system. Yet all the 
are state corporations and 
such visitorial powers, aside from the 
fact that themselves they cannot 
very effective without penalties 
which fact are not now applied 
national banks effectively, cannot 
reach the great banks operating un- 
der state charters. Committee ques- 
tions and other discussion have di- 
rected attention the possibility 
control and the prevention abuses 
through the operation the Federal 
Reserve System acting upon member 
banks. Undoubtedly the reserve sys- 
tem would include practically all 
the banks maintaining affiliates, but 
introduce the visitorial element 
into the operation the Federal Re- 
serve System such matters would 
the Federal reserve and the Comp- 
troller’s office, result divided re- 
sponsibility the case national 
banks, and otherwise complicate 
already complicated system. 
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When CAPITAL sought 


what are the real facts? 


FOR CONSTRUCTION PURPOSES 


What provisions have been made eliminate excessive 
depreciation and high operating costs, due materials, 
equipment and workmanship falling short the plans 


and specifications? 


FOR 


INDUSTRIAL PURPOSES 


What provision has been made obtain competent and 
unbiased technical service connection with Research 


into new products. 


New uses for present products... 
Overcoming present manufacturing 


Prov- 


ing the merit and efficiency the new 
Meeting the claims competitive salesmen 


The answer such questions requires the assistance and 
cooperation organization such PTL—a FACT 
FINDING institution which combines the facilities and 


personnel necessary such vital economic problems. 


Send for Brochure “Fifty ears 


PITTSBURGH 


PITTSBURGH PENNSYLVANIA 


Full Measure Trust Service 
(Continued from page 754) 


could imagine Benjamin Frank- 
lin Stephen Girard visiting this 
earth 1931, may sure they 
would deplore the way their bequests 
are now being handled. They would 
unfetter the trustees and not only 
permit but require that their admin- 
istration should readapted mod- 
ern circumstances. 

“In recent times, doubtless re- 
sult few studies trust abuses, 


eralize and generalize the terms 
trusts even when they are made for 
long forever and grant greater 
discretion the trustees expend- 
ing the income from these trusts. 
“The Carnegie Foundation one 
the most liberal. This foundation 
was incorporated New York dur- 
ing the life Mr. Carnegie ‘re- 
ceive and maintain fund and apply 


ve, 
or ARs 
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Correspondent Service 


developed from 
years experience 


FOREMAN-STATE NATIONAL BANK 


FOREMAN-STATE TRUST AND SAVINGS BANK 


NORTH LASALLE STREET 
Chicago 


the income promote the advance- 
ment and diffusion knowledge 
among the people the United States 
aiding technical schools, institu- 
tions higher learning, libraries, 
scientific researches, hero funds, use- 
ful publications, and such other 
agencies and means shall from time 
time found Ex- 
cepting, possibly, the Hero Fund, all 
these objects seem most commendable. 
The Rockefeller foundations are simi- 
lar their breadth scope, are 
also the Russell Sage Foundation and 
the Commonwealth Fund. Such 


trusts are now the exception. But 
they may become the rule only trust 
companies will take the initiative 
studying the problem letting 
philanthropists know the results 
their study. 

“Above all, these philanthropists 
should learn that preposterous 
for them presume tell the men 
the future what they shall enjoy, 
what they shall think, and where- 
withal they shall educated. The 
men the future should 
mitted have some voice deter- 
mining for themselves what best. 
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“Julius Rosenwald, one the most 
liberal philanthropists the world, 
impressed with the menace 
the ‘Dead Hand’ that refuses 
make any gift perpetuity. Every 
donation gives ‘may expended 
the discretion the directors 
the institution which given,’ 


his endowment the Julius Ro- 


senwald Fund, has even stipulated 
that all the principal the endow- 
ment fund must expended within 
twenty-five years after his death. 
This insure against the possi- 
bility the trustees hoarding the 
funds instead using them. 

“He argues that any institution 
which really important enough 
deserve perpetuating will 
ported the community when has 
demonstrated its usefulness, and will 
hindered instead helped per- 
petual endowments. Mr. Rosenwald 
represents one extreme; the perpetual 
endowers fixed philanthropies rep- 
resent another extreme. 
opinion, there golden mean be- 
tween these extremes. best ex- 
emplified the community trust, 
with which most you are familiar. 

“The community trust substitutes 
current judgment the best minds 
the community for the attempt 
individual testator foresee com- 
munity needs far the future. 

have only mentioned some among 
the many important services which 
trust companies render can ren- 
der, particular the following three: 

“(1) safeguard the real value 
invested funds against the effects 
inflation. 

“(2) join with the Federal Re- 
serve System and help solving the 
problems inflation, deflation, booms 
and depressions. 

“(3) promote greater wisdom 
making bequests and creating 
long-time endowments. 

not asking that you relin- 
quish your private profits behalf 
public service. But you certainly 
like feel that you 
profits; and you can take little satis- 
faction administering harmful 
trust, however profitable may be. 

“In short, the best trust company 
service service not only the tech- 
nical and legalistic sense perform- 
ing what has been prescribed the 
contract, bequest, deed trust, 
but service the ultimate economic 
sense, service which shall increase 
rather than diminish generations 
and centuries roll by. such ser- 
vice you may feel justifiable pride, 
and for such service mankind will 
render you grateful thanks.” 
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Association Activities 
(Continued from page 779) 


that the Government should refrain 
from participating any business 
which can successfully conducted 
private enterprise. 

“In view the demonstrated 
ability private enterprise provide 
adequate depository facilities for sav- 
ings and the light new conditions 
which not now demand wide- 
spread postal savings system, par- 
ticularly urban areas,” reads the 
resolution part, “the officers the 
State Bank Division the American 
Bankers Association recommend that 
the Government longer maintain 
postal savings depositories those 
communities served state and na- 
tionally chartered banks and trust 


Convention Calendar 


DATE STATE 

1931 ASSOCIATION PLACE 
April 24-25 New Mexico Carlsbad 
April 27-29 North Carolina Pinehurst 
April 27-28 Louisiana Biloxi, Miss. 
April Arkansas Little Rock 
May Florida West Palm Beach 
May 7-8 Tennessee 
May 12-13 Mississippi 
May Missouri Excelsior Springs 
May 12-14 Texas San Aneglo 
May 18-15 Pennsylvania 

Atlantic City, 
Alabama Gadsden 
New Jersey Atlantic City 
Maryland 
Atlantic City, 

South Carolina Columbia 
Kansas Topeka 
California Los Angeles 
Illinois Chicago 
Georgia Sea Island Beach 
City 
Idaho Boise 
Minnesota Minneapolis 
Indiana Indianapolis 
Virginia 
Old Point Comfort 

Poland Springs 

Seaside 

Fargo 
Milwaukee 

Seattle 


May 
May 
May 


14-15 
14-16 
20-21 


20-22 
21-22 
21-23 
May 25-27 
May 28-30 
June 
June 8-9 
June 9-11 
June 10-11 
June 11-13 


May 
May 
May 


Maine 
Oregon 
North Dakota 
Wisconsin 
Washington 
District Columbia 
Hot Springs, Va. 

Colorado Estes Park 
Iowa Waterloo 
New York Upper Saranac 
Michigan—Cruise, Detroit 
Toronto 

Huron 


June 12-13 
June 12-13 
June 18-19 
June 18-19 
June 18-20 
June 18-20 


June 19-20 
June 22-24 
June 22-24 
June 22-26 


June 24-26 
June 25-26 


South Dakota 
West Virginia 
White Sulphur Springs 


June 26-27 


Point, New 


Rehoboth 
Cheyenne 


Delaware 
Wyoming 


Sept. 
Sept. 4-5 


AMERICAN BANKERS ASSOCIATION JOURNAL 


\\ 


American Business 


nearly century this Bank has served American 


business interests. provides its banking corres- 


and customers with the advantages 


ample resources and exceptional facilities every 


phase domestic and international banking. 


Guaranty Trust Company New York 
140 Broadway 


LIVERPOOL 


LONDON PARIS BRUSSELS 


HAVRE ANTWERP 


Capitat, AND THAN $295,000,000 


AMERICAN BANKERS ASSOCIATION 
MEETINGS 


April 13-16 Executive Council, 
Augusta, Ga. 
Institute 
Banking, Pittsburgh, Pa. 
5-8 Convention, 
Atlantic City, 


June 


Oct. 


REGIONAL CONFERENCES 
Mid-Western Bank Man- 
agement, Kansas City, Mo. 
Eastern Savings, 
New York, 


©G. T. CO. OF N. Y. 1931 


Mar. 26-27 Western Bank Manage- 
ment, 
Salt Lake City, Utah 
Fourth Southern Trust, 
Charleston, 
Mid-West Savings, 
South Bend, Ind. 
Pacific and Rocky Mt. 
States Trust, 
San Francisco, Cal. 


April 17-18 
May 11-12 


Oct. 21-23 


OTHER ASSOCIATIONS 


April 20-22 Reserve City Bankers, 
Richmond, Va. 
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First National Bank Trust 
Company, Hamilton, Ohio, 
Childs Smith, Chicago, Archi- 
building should indicative 
two opposite 
that cordial and hospitable 
reception; second, that se- 
curity, business power and con- 
servatism. entrance, 
strength and security are em- 
phasized the two massive 
columns. Hospitality the ap- 
proach shown its dignity 
and height, also the width 
the large entrance 
William Smith, 


DOORWAYS 


“Security” 


Your Doorway invitation business. 
says good bank—we have lots 
money, 


You may show your doorway your build- 
ing, beautifully, the solid tints 


Costs No More than ordinary paper. 
Tough, flexible—stands the gaff. Doesn't 
cut up under the check writer. Perforates 
cleanly and positively. 


Wroe Nonalterable Bond is not obviously 


safety paper. When the crook tries to alter 

a check he wrecks the job before he knows Wroe 

what he is up against. See below. 
Nonalterable 
Bond 


Let send you specimen checks which 
show how you can present institutional per- 
sonality your whole community—at 
added cost. 


(Producers Construction Bond) 


West Monroe Street, Chicago 


Why Not Treat Them Fairly? 


(Continued from page 741) 


ing the war period. Since then they 
have been rising, reaching 2.16 mills 
per ton-mile 1926. But this due 
not favorable treatment propi- 
tious traffic conditions but hard won 
advances internal operating effi- 
ciencies and economies produced 
railroad management itself. The 
roads are rendering better service 
the public than ever before—and have 
been doing under inadequate earn- 
ings simply because amazing econo- 


mies operating costs have been put 
into effect. But these economies, our 
railroad men tell us, cannot further 
without impairing efficiency and ser- 
vice, and already from the broader 
view social effect there have been 
some questionable results. Enforced 


economies have been gained part 
the expense employment, and 
result there were 320,000 fewer rail- 
road employees 1930 than 1923. 
the peak there were 2,000,000 rail- 


road workers, now there are but 1,- 
500,000—as result lost traffic and 
drastic economies, 500,000 railroad 
jobs are gone. 

Looking the present and the fu- 
practical matter, are con- 
fronted with the question how 
much more the public economic inter- 
est will stand invasion the wel- 
fare the railroads forces and 
difficulties not their own creating— 
and not within the scope their own 
unaided powers combat. refer 
especially new competitions that are 
undermining the hard-earned position 
the railroads not only with the aid 
natural economic forces but also 
through the aid government poli- 
cies which, positively negatively, 
tend give these competitors undue 
advantages over the railroads. 


Competition Must Fair 


goes without saying that the rail- 

roads have right—nor they 
claim any right far have been 
able discern—to complain legiti- 
mate competition the field trans- 
portation, for the public entitled 
the best possible transportation ob- 
tainable the lowest practical cost. 
But this cannot fairly brought 
about using directly indirectly 
the taxing powers government 
enable competitive methods trans- 
portation things they could not 
otherwise unaided private en- 
terprises, particularly when such ac- 
tion impairs the vested rights held 
good faith great masses our 
people established enterprises that 
are serving the whole public well. 

not purpose argue here 
against the development such com- 
petitive transportation the highway 
passenger motorbus and motor truck 
when conducted under proper 
conditions and keeping with public 
welfare and benefit. deem 
proper point out, however, the need 
whether such competition against the 
public’s railroads being developed 
under conditions that are unfair 
them because either the outright 
obscure aid government policy 
the deciding economic factor that 
competition. 


Rise Bus Traffic 


ATA compiled the National 
Association Motor Bus Opera- 

tors show the startling expansion that 
has taken place recent years this 
type public transportation. 1925 
there were operation over 69,000 
passenger buses all types. 1929 
there were over 92,000—an increase 
four years one-third al- 
ready very substantial base. 1925 
there were total 478,000 miles 


Modern Chemistry Make Your Bank Checks Sate 
¥ 
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bus routes. 1929 there were over 
780,000 miles. the same period 
1,125,000,000 common carrier bus pas- 
sengers rose 1,855,000,000, in- 
Inter-city bus 
passenger miles rose from around 
4,000,000,000 over 6,000,000,000, 
more than fifty per cent. Common 
carrier bus miles rose similar 
scale. Restricting the figures inter- 
city common carrier buses, find 
that this type transportation dis- 
tinctly competitive with the railroads 
claimed 317,000,000 passengers for 
1925, and 497,000,000 for 1929, in- 
crease 180,000,000, nearly per 
cent. 

dropped markedly, falling 
from 36,000,000,000 passenger mile- 
age 1925 31,000,000,000 1929, 
loss 5,000,000,000 passenger 
miles about per cent. These 
losses railroad passenger traffic, 
course, have been due mainly 
the increased personal use auto- 
mobiles the American public, and 
that unequivocally natural eco- 
nomic factor with which the rail- 
roads cannot find fault. the 
growth automotive passenger bus 
traffic, especially the longer haul 
type, however, entirely proper 
ask what extent and under 
what conditions this competitive 
with the railroads. 

Data relating highway motor 
truck freight traffic competitor 


with the railroads fragmentary. 


reported that some impor- 
tant middle western points local 
railroad shipments have virtually 
disappeared. Livestock 
routes 200 and 300 miles from 
some the great centers have been 
taken away from the railroads the 
highway motor truck. Even perish- 
ables, such butter and other dairy 
products, are being from 
Wisconsin New York refrigera- 
tor trucks per cent below rail 
rates. said ‘that over 2000 
trucks day crowd 100 miles high- 
way between Philadelphia and New 
York laden with freight the railroads 
used carry. Shoes, cotton, fruits, 
raw materials and finished goods, 
non-perishables and perishables for 
which great equipment outlays have 
been made the railroads, are now 
being carried for short-hauls and 
long-hauls 1000 miles more 
highway-using trucks. see them 
operating singly, fleets—and even 
with trains trailers that enable 
them pass beyond the less-than- 
carload freight field and enter into 
competition with the rail- 
roads. 

Are the motorbuses paying for 
their rights way meeting 


Indiana. 


any portion such capital expen- 


diture? they get their rights 
way free? they contribute 
their full share the upkeep the 
public highways proportionate 
room they consume them and the 
wear and tear and damage they 
cause them? they make any 
rate concessions the Government? 
they develop basically new 
economic values that reimburse the 
Government the public for any 
direct indirect aid that may ex- 
tended their commercial success 
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Call off the Bucket Brigade 


Imagine—in these days sprinkler systems, chemical extinguishers 
and motorized apparatus—carrying pails water fight fire! 


It’s just inefficient carry pails water clean 
floors—to scrub polish hand. For safety, economy, 
service, floor maintenance methods should modernized. 


The Finnell polishes scrubs—depending upon the needs 
the floor surface. 
floors less time than hand methods. 


means cleaner, more beautiful 


Finnell-Kote—a new process—applies wax hot, spreads 
instantly and polishes the floor. 
wax and cuts time required two. 
may used any nine models—will loaned 
any user. 


Saves half the cost 
Finnell-Kote Dispenser 


Why not find out now what Finnell for your bank 
would cost—more important, what would and save. 


Write FINNELL SYSTEM, INC., 2003 East St., Elkhart, 


FINNELL 


ELECTRIC FLOOR 


and profit result their being 
given free rights way? 

First, may say, that the motor- 
buses have not had pay for their 
rights way any sense that the 
railways paid for theirs. They have 
simply taken possession public 
highways built public funds, both 
state and national. And they have 
extensively made those highways 
vastly less comfortable, less safe and 
less serviceable for private motorists 
and others who are contributing 
their creation and maintenance. 
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There are 660,000 miles sur- 
faced highway the United States 
built state and nation cost 
$22,000 mile, which now are 
chiefly applied the funds coming 
from general motor vehicle license 
fees and gasoline tax receipts, al- 
though large portion these roads 
were built originally from general 
taxation. 1929 motor ownership 
and operating license fees and taxes 
the nation totaled $930,000,000. 
This large sum came from private 
automobiles, commercial cars and 
trucks and motor buses. There were 
the United States 1929, total 
26,500,000 motor vehicles all 
kinds. these about 3,500,000 units 
were trucks. Only 92,500 were 
classed motorbuses, which, there- 
fore, made considerably less than 
half per cent. Hence the great 
bulk this payment over $900,- 
000,000 motor fees and taxes were 
paid private automobile owners, 


BANK 


LIMITED 


THE RIGHT HON. McKENNA 
Managing FREDERICK HYDE 


Statement Condition 
December 31st, 1930 


ASSETS $4-8665 
Cash hand and Due from Banks $303,371,659 
Money Call and Short Notice 105,682,668 
Bills Discounted 408,409,126 
Liabilities Customers for Acceptances, 

Confirmed Credits and Engagements 123,172,053 
Other Properties and work progress 7,632,135 
Investments Affiliations 35,431,190 

2,215,507,468 
LIABILITIES 
Acceptances and Confirmed Credits 79,186,114 
Engagements 43,985,939 
2,215,507,468 


Together with its Affiliated Companies the Midland Bank operates 
2550 branches Great Britain and Northern Ireland, and has offices 
the Atlantic Liners Berengaria and Mauretania. 
The offices the Bank Poultry, London, E.C.2 and 
196 Piccadilly, London, W.1 are specially equipped for the 
use and convenience American visitors London. 


OVERSEAS BRANCH. 122 OLD BROAD ST., LONDON, E.C. 


HEAD OFFICE: POULTRY, LONDON, E.C.2 


not the purely commercial ve- 
hicles. 

Does this not all resolve itself into 
the simple question fact 
whether not motorbus and truck 
traffic is, effect, being subsidized 
being allowed escape proper 
charge for rights way and main- 
tenance way and are thereby able 
offer far keener competition 
against the railroads 
otherwise would? 

not prepared give the an- 
swers these questions. But they 
should all thoroughly inquired 
both state and national, with view 
determining the equities and basic 
public economic interests involved, 
particularly respect their ef- 
fects the nation’s stake its 
railroads. 

fact well known business 
leaders that our railroads are facing 
Not only they need pro- 


tective laws meet competitive sit- 
uations arising from increased use 
our highways and waterways 
other carriers, but they 
cation such the proposed four- 
system plan provides. 
Hoover has acted wisely assuming 
leadership this respect and his 
move deserves the support every 
clear thinking citizen. 


Higher Federal Taxes— 
Who Pays? 


(Continued from page 745) 


still had four and one-half months 
go. 
The pertinent question 
trudes: the deficit were $297,000.- 
000 February 11, what will 
June 30, when the fiscal year ends? 

Here where the income tax pay- 
ments March and June en- 
ter the picture. Last year the March 
payments ran about $560,000,000. 
The budget estimates contemplated 
(in forecasting the $200,000,000 defi- 
cit) that they would run about 
$525,000,000 this year. now ap- 
parent that they will not approach 
this figure. 

Why? Because general business 
conditions 1930, apparent now but 
not apparent the time the budget 
estimates were submitted Congress. 


Profits Down 


AILROAD profits 1930, 

know now, dropped about one- 
third. More than 250 big industrial 
corporations show decrease near- 
per cent from 1929 their 1930 
income. Those figures are obtainable 
now; they were not obtainable when 
the budget was made up. Certain 
utilities, the other hand, show in- 
creased profits 1930. The full show- 
ing about 500 corporations, includ- 
ing those named above, discloses 
drop profits nearly one-third 
1930 compared with 1929. 

Taxes are levied profits these 
corporations. 
that since profits have dropped third, 
taxes will decrease, roughly, 
third. Let assume, however, that 
the showing the 500 corporations 
below par—that when all corpora- 
tions publish their earnings, the drop 
1930 will but one-fourth. That 
rosy picture, would seem, but 
all are hoping for the best, let 
adopt the basis our figur- 
ing. 

that event, the treasury would 
receive three-fourths, round fig- 
ures, the taxes received from 
corporations Translated into 
dollars and cents, that would mean de- 
creased revenues about $275,000,- 
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000. the same optimistic figures 
are followed with respect individ- 
ual income tax receipts, the decreased 
yield under that heading would 
amount about $250,000,000. 

Thus the total decrease income 
tax collections 1930 business would 
run about $525,000,000. That 
nearly four times the decrease esti- 
mated the budget figures. 

Half that $525,000,000 decrease 
would apply receipts the current 
fiscal year. The sum $262,500,000. 
would divided almost equally be- 
tween the payments March and 
those June 15. other words, the 
treasury then would receive about 
$130,000,000 less March (and the 
same decrease June 15) this year 
than received those dates last 
year. 

Thus the income tax yield 
counted the next ten days so, 
would run not $525,000,000, but 
about The deficit would 
$100,000,000 greater than original- 
estimated. And would $100,- 
000,000 greater, too, than estimated 
June next. 

other words, there yet appears 
further deficit least $200,000,- 
000 prospect before the current fis- 
cal year ends June next. Add that 
the $297,000,000 deficit existing 
February 11, and the treasury would 
short nearly $500,000,000 the 
close the current fiscal year, assum- 
ing that there were extra-budget 
spendings the meantime—an en- 
tirely unwarranted assumption. 


Ways Meet 


HAT big deficit. Big 

have estimated it, however, the 
chances are will bigger. must 
met. How? Well, part using 
some the general fund, balance 
cash, the treasury. part 
treasury financing—issuance short- 
term obligations. were the only 
deficit view, next year’s receipts 
and expenditures promised balance, 
might assimilated without any 
increase all taxes. 

Such, unhappily, not the pros- 
pect. For next year the prospective 
deficit promises fully large, 
probably larger. Government expen- 
ditures are rising; Government reve- 
are falling far under the esti- 
mates. would take substantial in- 
crease business bring revenues 
the level estimated the budget 
figures last December. And even 
brought that level, the esti- 
deficit would run $500,000,- 
000 $600,000,000 the end the 
next year. 

Thus face the prospect 


deficit $500,000,000 this year and 
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You will enjoy 
Swift Company’s 1931 Year Book 


dealing mainly perishable foodstuffs, which was able come through 
year general depression, and earn dividends for its shareholders. 
shows that the source Swift Company’s profits largely lies 
the elimination wastes, and the conversion these wastes into savings. 
The reader becomes acquainted with Swift’s marvelous distributive 
plan—with its tremendously complex system serving producers and, 
through retailers, consumers every community the United States. 
The Consent Decree and its modification are frankly discussed 
detail. And the book shows that packer group packers can obtain 
monopoly the food market. 
Every business man, every investor, every citizen interested the 
source his food supply should read this book. 
you would like have copy Swift Company’s 
1931 Year Book, fill out this coupon and will sent 
you free charge. 


Swift Company 


Swift Company, 4179 Packers Avenue, Chicago, Illinois 
Please mail free copy Swift Company’s 1931 Year Book. 


Name 
Address 


another deficit $500,000,000 next There seems escaping it. 
year. The total round $1,000,- Inevitably, appears, taxes are going 
000,000—and the figures are con- up. Sharply, too, this time. Looking 
servative. the political complexion the in- 
This shortage must provided for. coming House Representatives, 
How? The answer seems plain. doubling the present maximum sur- 
spending less? No; that has not tax rates appears possible. 
curred anybody Congress appar- Schedules, however, lie the fu- 
ently. The shortage must met The business pick-up 1931 
one two ways, combination determine how big the additional 
both: first, increasing taxes; levy must be; the organization the 
second, issuing Government bonds next House will determine largely 
notes. who will pay it. 
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OUR OFFERING LIST WILL MAILED REGULARLY UPON REQUEST 


obligations 


enjoy the protective background highly liquid assets, with 
credit factors widely diversified region and enterprise. Long 
regarded national standard for short term investment, they 
have been purchased individuals, institutions and 
thousands banks the country over. 


available convenient maturities and 
denominations current discount rates 


GENERAL MOTORS 
CORPORATION 


OFFICES IN PRINCIPAL CITIES 
Executive Office BROADWAY 57TH STREET New York City 


CAPITAL, SURPLUS AND UNDIVIDED PROFITS OVER $80,000,000 


Specializing 


Foreign Banking 
and 


Bankers Acceptances 


INTERNATIONAL ACCEPTANCE BANK, INC. 


Unit THE MANHATTAN COMPANY 


Pine Street New York 


FAMOUS 
SINCE 1907 
WON- 


FOR EVERY 


Shall Banks Collect 


Deposits? 
(Continued from page 747) 


discontinue this particular service, un- 
less paid for the customer. are 
well satisfied now.” 

would regard this 
another foolish service. Our present de- 
creased earnings reflect the many free 
services banks have been giving; and 
the expense passed the customer 
simply adds his operating costs, 
which are already high enough.” 

such service. 
That’s the way junk collectors work.” 

Minnesota—‘We are now rendering 
good banking service and see reason 
why should include service this 
nature. Banks render too many ser- 
vices now.” 


Too Hazardous 


leads large holdup 

hazards nothing else. not con- 
sistent with the service charge idea 
cutting down bank’s expense. 
would lead much more expense.” 

Missouri “The calling for deposits 
has, most cases, resulted from competi- 
tion. not good banking practice 
call for deposits for the reason that all 
banks refused call, the customers will 
make their deposits the bank, where 
they should made. The danger from 
the banks having messengers call regu- 
larly far greater than would 
from the individual depositors making 
their deposits irregular times.” 

Nebraska such service de- 
manded, the customer should pay suffi- 
cient service charge reimburse the 
bank for conveyance, insurance, and em- 
ployees’ salaries, plus reasonable profit 
for the bank.” 

would only increase the already mount- 
ing cost handling bank accounts, and 
are strongly opposed such meas- 
ure. 
New have rules 
governing ‘wagon banking,’ has been 
discouraged the clearinghouse and, 
far information goes, not prac- 
ticed its members.” 

New York— only requests 
have had here from 
whose business unprofitable from 
banking point view.” 

Oregon—“The service has always been 
declined the following grounds: 
Cost would excessive, and were such 
service rendered limited number 
depositors, others would demand and 
the whole plan would become entirely too 
burdensome. Bankers agree that the 
system fundamentally wrong and 
should not encouraged.” 


Only Liability 


ENNSYLVANIA “The opinion 

the members this association 
that such service liability that should 
avoided. entails considerable ex- 
pense, risk, very often additional insur- 
ance, and just one more 
item catering when the aim should 
toward eliminating such items.” 

Rhode years ago one 
our smaller banks, which was located 
mile from the city, purchased ar- 
mored car with which collected de- 
posits from some customers. The bank 
discontinued this practice four years ago’ 
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account the expense attached the 
service. Customers claimed that the 
bank collected from few should col- 
lect from all. The expense broadening 
the service would have been prohibitive, 
was discontinued altogether.” 

already render too 
much free service. Depositors should 
come the bank. Collection deposits 
deprives the bank the personal touch 
and the opportunity talk freely and 
often with depositors about their busi- 
ness.” 

Virginia—“The practice should dis- 
couraged, eliminated clearinghouse 
rule. There are only two three such 
accounts here, and they were accepted 
because there was rule against and 
because the element competition.” 


The survey reveals clearly that the 
bankers the country are beginning 
take firm stand against the as- 
sumption additional unessential 
activities, that they giving 
thought the elimination certain 
practices assumed the past, and 
that they are realizing more fully the 
importance concentrating upon 
their legitimate service obligations. 


American 
Before 1790 


(Continued from page 756) 


bank was closely allied the sys- 
tem issue colonial bills credit 
and was used practically all the 
colonies before the Revolution. Here 
again South Carolina took the lead 
and 1712 created public loan bank 
and issued bills which were loaned 
its citizens interest, upon real 
personal security. Massachusetts and 
Rhode Island followed suit 1714 
and 1715, and 1755 all the 
colonies except Virginia had utilized 
this scheme again and again. Even 
Virginia such action was prevented 
only the governor’s veto such 
measures. 


Flagrant Abuses 


Pennsylvania plan, adopted 

1723, and which was approved 
Franklin, one the most familiar 
the loan bank schemes. issue 
£15,000 was made this bank and 
put into the hands commissioners 
each county, according the tax- 
able assessment. The commissioners 
loaned the bills mortgages land, 
the rate per cent. The loan 
was amortized one for sixteen 
years, repayable one-sixteenth annual- 
ly, with interest, the interest being 
used defray the expenses the 
government. 


within the first ten years might 
loaned out again but only for the re- 
mainder the sixteen-year period. 
Abuses connection with such 
soon appeared and were the most 
flagrant sort. 
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Executives: 


Fresh air the best doctor! The adage based nature, science, 
common sense. logical and convincing. This doctor prevents dis- 
ease assuring health. 


Losses due sickness are numerous. There the payroll charge for 
services not given. The consequent slowing business far 
greater loss. Calculated profits preventable losses, which wins? 


The right, practical and economical way ventilate the Gerdes 
Method with vital, unheated, fresh air. investment great 
earning power, making possible profitable expression the 
work. 


Atmospheric results guaranteed. Installations made anywhere. Book- 
let and references request. submitted without obligation. 


Registered Professional Engineer Contractor 


105-107 Bank St., New York 


UNITED FOUNDERS 
CORPORATION 


holding company controlling 
United States Electric Power 
Corporation and American 
Founders Corporation. 


“Testing the Capacity Management” 


“Testing the Capacity the title 
booklet which have prepared for business men. 
Copies are available upon request. 


Scovell, Wellington Co. 


ACCOUNTANTS and AUDITORS 
MANAGEMENT ENGINEERS 
East 40TH Street, NEw 


PHILADELPHIA 
SAN FRANCISCO 


BOSTON CLEVELAND CHICAGO 
SPRINGFIELD SYRACUSE KANSAS CITY 
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that one, pal—there’s easier pickin’ 
down the street.” 

Thus does the bandit himself appraise Federal 
Gas hold-up Protection. will not venture 
where danger defeat and capture lurks. 


Federal Gas commands such respect from the 
underworld virtue five-year record 
frustrating hold-ups and burglaries. the 
counter-surprise that “traps the rats.” 


Make your bank immune from bandit attack 
Don’t gamble with your life the lives 
patrons delaying protection plans. Federal 
Gas protects employees, patrons and money. 

Twenty-Five Per Cent Reduction Hold- 

Insurance Premiums Guaranteed 

Banks Using Federal Gas Protection. 

FEDERAL LABORATORIES, Inc. 
185 Forty-First Street Pittsburgh, Pa. 


Write Dept. ABA 3-31 


False Alarms Destroy Value 
Hold-Up Protection 


protection is. free from 
false alarms because Padua _ recognizes 


that false alarms damage the police morale. 
Let show you how Padua Foot Units can 
installed with your present system 
provide a new system. 


Lift of foot sets off alarm No false alarm via the mop 


PADUA Hold-Up Alarm Corporation 
66 Seneca Street Cohoes, N. Y. 


Such “banks” masses paper 
money were good examples the 
early use the term bank, for they 
were multiplied amount indefinitely, 
without any reference the hard 
facts the economic law supply 
and demand. This currency always 
tended accumulate and its deprecia- 
tion was very rapid. When the loans 
became due the legislatures would fre- 
quently extend their terms and the 
same time create new issues. Defaults 
both principal and interest were 
common and many the loans were 
never repaid. This was particularly 


true the case Rhode Island where 
was said “she tested the loan bank 
system its bitter end.” 

was such ventures these, 
along with the issue public bills 
credit—that is, the 
legislatures direct, that the tragedies 
early American banking began 
appear. Creditors suffered the de- 
preciated bank notes and public bills 
having most the debts due 
them wiped out. Widows and wards, 
according the correspondence and 
the court records the time, often 
had their estates reduced one- 
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eighth one-tenth their original 
value, and some cases had only vast 
quantities worthless paper notes 
show for the property which had been 
left them source income. 
Farmers and others were 
the loan banks loan offices 
juggle with “the frauds fluctuating 
prices and dishonest contracts.” 
tween 1741 and 1749 was said that 
Massachusetts “Every honest man 
not debt lost about one-half his 
personal estates.” 


Legal Remedies Ineffectual 


HUS, the whole process bank- 
ing came into disrepute and was 
assailed every side. Parliament 
passed laws strictly limiting the rights 
carry banking functions without 
charter, colonial legislatures 
passed resolutions deprecating the 
further issues paper money any 
form, but all with little effect. Indeed 
has been asserted that the bitter- 
ness engendered between England and 
the colonies over the former’s attempts 
suppress the circulation paper 
money and the mania for irresponsible 
banks the colonies furnished one 
the great causes the Revolution. 
The foregoing account reveals the 
general status banking the North 
American colonies the outbreak 
the Revolution, when through the 
issues unlimited amounts Conti- 
nental paper currency, the former 
abuses carried the name land 
and loan banks paled almost insig- 
nificance when compared with experi- 
ences connection with the use 
Continental currency. Real banking 
this area was not appear, how- 
ever, for some years. 


Bank North America 


HEN the Bank North Amer- 

ica was chartered December 
31, 1781, and began function one 
week later, was looked upon mainly 
source loans the Govern- 
ment rather than institution 
carry the modern functions 
banking. Alexander Hamilton had 
proposed bank Robert Morris 
April, 1781, which was na- 
tional bank and was keep de- 
posits, for which service the deposi- 
tors were pay fee. Its principal 
function, however, was lend Con- 
gress £12,000,000 per cent. Both 
this amount and the interest rate 
Hamilton’s plan were significant 
that they were identical with the loan 
and interest rate the lending op- 
eration William Patterson and his 
associates the time the creation 
the Bank England nearly one 
hundred years before. any rate 
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when the Bank North America was 
formed was primarily government 
bank, operating almost entirely, not 
wholly, government capital, and its 
main purpose was serve the govern- 
ment rather than serve the general 
public real banking institution. 
For the beginnings real banking 
the United States, the Confed- 
erated States they then were, 
need look the Bank Massachu- 
setts, founded February 1784, and 
the Bank the State New York 
which was-proposed five days later, 
February 12, 1784, and went into op- 
eration that year although failed 
secure state charter until 1791. 
Hamilton was said have drawn 
the constitution for the latter bank. 
These banks accepted deposits and 
made loans their customers. Ac- 
cording several authorities the most 
important services rendered these 
and later banks the United States 
was that inculcating punctuality 
commercial dealings. the end 
the Revolutionary War, Philadelphia 
was said the only city the 
country where punctuality business 
dealings was practised. order 
introduce this habit elsewhere, the 
banks adopted policy making only 
short term loans—a policy still fol- 
lowed commercial banks, with 
minor exceptions. 


Thirty Days 


rules the Bank Massa- 

chusetts provided that the names 
all delinquents should posted 
the bank, “in order avoid useless 
applications for credit; absolutely 
renewals.” the New York Bank 
the rule was adopted: “No discount 
will made for longer than thirty 
days, nor will any note bill dis- 
counted pay former one. Pay- 
ment must made bank notes 
specie.” fact, the enforcement 
this habit punctuality the com- 
munity was one the chief grounds 
complaint against such institutions 
for many years The old idea 
secrecy connection with the 
bank’s affairs—so noticeable the 
case the Bank Amsterdam and 
the Bank England 
over into American banking. 
rule one the banks the 
period was: “What passes the bank 
place.” 

1790, therefore, see American 
banking beginning function, along 
modern lines. The functions de- 
posit and discount had been added 
that issue, although the latter was 
come the chief source profits 
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list without obligation. 


The most beau- 
tiful, the most 
modern domain offered for 
uated the marvellous 
Lucerne. 


Switzerland 


Near Lucerne, the world’s 
tourist center. 12,000 square yards— 
Cost $400,000. Apply Cipher 
31223 Lz., Publicitas, Lucerne, 
Switzerland. 


U. S. HEADQUARTERS. 
Mauser -Luger - Merkel Bros. -Manniicher,- Webley - Scott, etc. 
line Arms Ammunition 
Whelien’s Revised Specifications 
new Rifles, Trap, Field Guns, 
Side Arms, Air Rifles Telescopes mounted. * Expert 
Repairing.* Send 25¢ in stamps for 128 page Arms Catalog. 


for banking institution. When the 


First Bank the United States was 
proposed 1790; three, possibly 
four banks—The Bank North 
America which had been re-chartered 
1787, the Bank Massachusetts, the 
Bank the State New York, and 


LIST ATTRACTIVE VALUES 


are prepared offer you list fixed 
income producing securities which now 
are particularly favorable position 


Shrewd investors are taking advantage the present 
favorable situation acquire good investments 
prices considerably below their intrinsic worth. Now 
most excellent time put available funds into well 
secured long term bonds and preferred stocks —with 
the purchasing power the dollar higher than has 
been any time the past fifteen years.e Your request 


mail telephone will bring this carefully compiled 


Co. 


INCORPORATED 


WALL STREET, NEW YORK BRANCHES TWENTY PRINCIPAL CITIES 


SIGNING 


Writing everyday inks almost risky. 


You can protect all your writing, at no extra cost, 
and impart beauty and dignity as well, by using 
Higgins’ Eternal. Black Writing Ink—permanent a3 
the pyramids—the choice for business and_ personal 
writing of discriminating individuals everywhere. 

Try it today and see its superiority! 

CHARLES M. HIGGINS & exe Inc. 

271 Ninth Street rooklyn, 


For Steel Pens Fountain Pens 


ak of Higgins’ American Drawing Inks. 
Writing Inks and Adhesives for Half a Century. 


the Bank Maryland, were appar- 
ently attempting, though crudely, 
establish the tradition sound com- 
mercial banking within the United 
States. This tradition had been con- 
spicuous its absence all that 
had gone before under the name 
banking. 
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CORPORATE 
TRUST SHARES 


Stocks 
Instead 


The owner single stock 
participates the earnings 
and growth only one 
company. investing the 
same amount money 
Corporate Trust Shares 
participates com- 
panies—all leaders 
American industry. Thus 
his principal securely di- 
versified and 
stabilized. com- 
posite portfolio rating “A.” 


Price the market 

Full details request 

Bond 
1910 


South Salle Street, Chicago 


NEW YORK DETROIT 
PHILADELPHIA ST. LOUIS 


THAN 
$500,000,000 
RESOURCES 


FIRST 
NATIONAL bANK 
LOS ANGELES 


Fully equipped every kind 
with branches communi- 
ties, extending from Fresno and 
San Luis Obispo Imperial 
Valley. 


When banker has valued cus- 
tomers leaving for Southern Cal- 
ifornia, will them favor 
giving them letters introduction 
Security-First National Bank. 


Condition Business 
(Continued from page 788) 


increasing the already keen competi- 
tion the field and appear have 
started drastic rate competition. Con- 
tinuation such conditions 
even further contract the earnings 
operators maintaining such ser- 
vices, 


Money Conditions Easy 


money market continued its 
relative state ease during the 
past month, although there was 
slight firming rates bankers’ 
acceptances, which were twice marked 
one-eighth and now stand 


asked for prime ninety-day 


bills. Rates for time money also hard- 
ened slightly and are now quoted 
loans and per cent for four, 
five and six months’ maturities, but 
these rates are nominal due the 
light demand for time money. The 
daily call loan renewal rate continued 
unchanged per cent, where 
has been virtually pegged since the 
first week January. Because 
the slack demand for bank credit gen- 
erally, and the important size which 
the American acceptance market has 
grown, movement bill rates 
furnishes present time the most 
significant index money market 
conditions. Acceptances domestic 
banks outstanding the end 
January totaled $1,520,000,000, and 
this amount the Federal reserve banks 
held only $120,000,000 for their own 
account and $442,000,000 for the ac- 
count foreign correspondents, while 
holdings domestic banks their 
own and purchased bills reached $571,- 
000,000, new high record. 

Statements the weekly reporting 
member banks have yet given 
indication the seasonal expansion 
demand for unsecured loans that 
normally begins around the first 
February. During the first three 
weeks the month there was fact 
decrease $205,000,000 such 
000,000 secured loans. the 
other hand, their investments have 
continued increase, holdings 
government securities showing gain 
$183,000,000 during the period and 
other securities gain $130,000,000. 

Brokers’ loans, after having shown 
almost uninterrupted decline for 
four months, turned upward Feb- 
ruary and three successive increases 
the 25th amounted $82,000,- 
000. The present total only about 
half that year previous and 
still per cent below the peak estab- 
lished year and half ago. 


Toward the end last year, there 
was unusual expansion volume 
money circulation, carrying the 
total from level $300,000,000 
more below that the previous year, 
which had been consistently run- 
ning, $97,000,000 above that 
the preceding year Jan. The 
reason for the marked expansion 
currency requirements was the acute 
banking situation that occurred 
November and December and caused 
widespread uneasiness the part 
the public. With the return con- 
fidence and more normal conditions, 
$357,000,000 currency was retired 
January. This was followed 
net increase $61,000,000 dur- 
ing February, but this largely ac- 
counted for the usual increase that 
occurred both the holiday weeks. 
reasonable expect some fur- 
ther decreases the circulation 
currency, which always influence 
toward easing money conditions be- 
cause adding the surplus re- 
serves the member banks. 


More Gold Arrives 


SECOND factor tending toward 

the maintenance easy interest 
rates the continued inflow gold 
into this country. From Feb. 25, 
there were imports $4,289,000 from 
Argentina, $1,100,000 from Uruguay, 
$380,000 from Cuba and $1,133,000 
from China, making total imports 
$6,902,000. Receipts such gold in- 
variably are sent directly the vaults 
the Federal reserve banks, and 
serve either increase the member 
banks’ reserve balances pay off 
their indebtedness. Banks New 
York City have been entirely out 
debt with the Federal since February 
11, and the discounts and advances, 
bills purchased and government se- 
curities held all twelve Federal re- 
serve banks combined totaled but 
$893,000,000 February 18, repre- 
senting decrease $49,000,000 
during the month, and the lowest 
since August, 1924. February 
the total was but $3,000,000 larger. 


Contact MAN 


have invaluable service com- 
mercial and investment banks requir- 
ing contact with the executive officers 
only. Acquaintanceship with leading 
bankers and familiarity with banking 
practice is essential. Consistent with 


capabilities of the individual, earning 
possibilities are $15,000 per 


year salary and commission ar- 
rangement. This company enjoys 
enviable reputation over twenty 
years’ standing. 

Please state age and give complete 
business history in first communication, 
appending photograph, if available. 
Correspondence will be treated in 
strictest confidence. 

Address Box care American Bankers 

Association Journal. 
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Germany Pays 
(Continued from page 752) 


These figures are, stated, erratic. 
view the fact that the repara- 
tion and liabilities 
varied from year year within nar- 
row limits, the violent fluctuations 
the balance foreign payments seem 
unreasonable. The explanation 
that the debt service liability 
secondary factor the payments bal- 
ance. The dominant factor the 
commercial balance, and this balance 
has times enormously deteriorated 
and times enormously improved 
during the past six years. 
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Speedy Production 
Workmanship 
Safe Delivery 


Three important requisites the Print- 
ing, Lithographing and Steel Plate 
Printing listed and unlisted Bonds, 
Stock Certificates, Negotiable Instruments. 


Call our representative—he will attend 
all details. 


CENTRAL BANKNOTE 


319-331 Albany Ave., Chicago 233-245 Spring St., New York 
Van Buren 8000 Walker 3976-3979 


COMPLETE PLANTS CHICAGO AND NEW YORK 


For RETURNS 
BUILD 
under MASTER PROGRAM 


Assure the financial outcome your office building having one 
competent organization responsible for its planning, equipment and 
rental program. 


Years national experience developing, renting and managing sky- 
scrapers qualify save our clients thousands dollars the course 
building project. 


progressive bank the country should without copy our 
book Last 80%.” request your letterhead will bring you. 


CARLTON SCHULTZ, INC. 


Building Consultants and Management Engineers 


Executive Offices: Schofield Building, Cleveland, 


The and Your Employees 


With lower operating costs so vital a banking need, it is of the first importance that your 
employees have some means of learning of the best methods and ideas of other banks throughout 
the country. The Journal, through its hundred or more articles on better bank management 
every year, affords exceptional means for placing the needed facts before them. Let us tell vou 
of the Group-subscription plan which assures the full, prompt use of new ideas in your institution. 


. 
toh 
sta 
SE 
4 ar 

7 

President 

# 

q 

4 

4 


Consumer 
for 1931 made 


sterner stuff 


the brave, prosperous days the pre- 
depression period, advertising had only 
windmill opposition fear. The public 
was buying, and sales resistance was al- 
most extinct the horse. 


But the 1930-31 type buying-mind 
different story. The public now does not 
wave windmill arms mock resistance 
the advertising story; resistance now 
genuine, and manufacturers and ad- 
vertising men are beginning recall 
that, after all, there are such things 
advertising fundamentals. Instead 
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WINDMILLS 


broadcasting advertising messages the 
scattershot principle, they are directing 
their campaigns key people—those 
groups which include waste circula- 
tion nor curtailed buying power. 


Some the men your own organiza- 
tion are interested, through directorships 
office, important local industrials 
manufactories whose whole future 
rests what they will 1931. Just 
you your associates are key men 


Association 


H 


March, 1981 


one recent week the JOURNAL 
secured 1,380 subscriptions. The 
month February closed with 
Slumps, economies, dilatory re- 
covery, serve emphasize anew 
the merit asound publication. 


How many read your bank-copy 
the JouRNAL? The average 
number readers, the country 
over, well over five. 


banking moves forward, the 
moves with it. Proper 
understanding current finan- 
cial developments can found 
every issue the JouRNAL. 


these firms, other bankers and bank di- 
rectors all over the country are, more 
than ever before, key men similar en- 
terprises. these key men, your local 
companies must tell their story. what 
better medium can this story told 
than the Banker’s own publication, 
reaching the directing heads 50,000 
the country’s major 


Now, more than ever, banker 
your picture!” 


BANKERS 


JOURNAL 
110 East 42nd Street, New York 
ALDEN BAXTER, Advertising Manager 


332 LaSalle St., Chicago 


Co., San Francisco and Los Angeles 


When writing to advertisers please mention the American Bankers Association Journal 
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New Form Veterans’ Note 


Deputy Manager National Bank Division 


NEW form note for use 

banks and trust companies 
making loans veterans their ad- 
justed service certificates has been 
prepared the Veterans’ Bureau. 
Likewise, the Federal Reserve Board 
has promulgated regulation pre- 
serve the rediscountability such 
notes. The necessity therefor did 
not arise frequently before the loan 
features the bonus 
amended, and its effect may not 
very far-reaching even now. The 
change, however, protects those banks 
which might wish obtain additional 
funds from Federal reserve banks 
such notes and adds the usefulness 
such paper. 

The notes the form used previ- 
ously still may employed. They 
will recognized the Veterans’ 
Bureau when made for amounts legal 
under the terms the law, and the 
authorized rate interest, and will 
continue eligible for rediscount 
Federal reserve banks when their 
maturity reduced nine months. 
However, they carry provision for 
renewals and, course, maturity 
they lose their rediscountability. This 
deficiency was not material factor 
before the law was amended permit 
the face value certificates. Previ- 
ously additional amount was loan- 
able each certificate each succeeding 
year, and holders wishing borrow 
would appear and make new notes. 
But now, when the authorized per 
cent borrowed, the loan value 
the certificate exhausted, and the 
borrower removes from the commun- 
ity which his loan was made, 
finds inconvenient present him- 
self the bank make new note 
when the old one matures, might 
difficult get renewals. 

The new section the law provides 
that renewals may made the op- 
tion the holder. This section fol- 
lows: 


“If the principal and interest of this note 
are not paid at maturity, the maker and all 
indorsers hereby authorize the holder, 
his option, evidenced the holder’s indorse- 
ment that effect hereon, extend the 
maturity of this note for a period of one 
vear, and to repeat such extension from 
year. Whenever the holder shall 
indorse an extension of maturity hereon, 
this note and all indorsements hereon shall 
remain in full force and effect according to 
their original tenor, except that the maturity 
of the note shall then be deemed for all pur- 
poses that stated the latest ex- 
tension.” 


The note, carrying this provision 
and form for renewal indorsement, 
made eligible for rediscount, when 


maturity does not exceed nine months, 
the amended Regulation the 
Federal Reserve Board. This Regula- 
tion, part, follows: 

“Provided, however, that when such note 
contains, the form approved the Direc- 
tor, a provision for the extension of the 
maturity thereof from year year, the 
option of the holder evidenced by his in- 
dorsement thereon, the maturity said note 
(after the first maturity stated thereon) 
shall, for the purpose of determining its 
eligibility for rediscount, be deemed to be 
that stated in the latest extension indorsed 
thereon the holder.” 

should borne mind that the 
only changes written into the adjusted 
compensation law relate the amount 
veteran may borrow, and the rate 
interest which may charged. 
The maximum loan now per cent 
the face value the adjusted ser- 
vice certificate. This per cent, 
however, includes also the amount 
any unpaid previous loans which may 
outstanding and accrued interest. 

The rate interest which may 
charged still can not more than two 
per cent excess the rate dis- 
count the Federal reserve bank 
the district which the loan made, 
and the maximum may not more 
than four and one-half per cent per 
annum compounded annually. 

Under the provisions the new 
law, the same the old one, note not 
paid maturity may carried 
the lending bank long wishes, 
may presented the Vet- 
erans’ Bureau which will re- 
deemed promptly. Different practices 
are followed various banks. Some 
them which not wish carry 
such loans for long periods are pre- 
pared assist veterans secure 
their money early making loans 
them and holding their notes until 
maturity and then sending them 
the Veterans’ Bureau redeemed 
not paid the borrowers. These 
banks are not concerned about eligi- 
bility for rediscount and may well 
use the old form note. Other banks 


expect carry the notes indefinitely 
They, too, are not in- 


after maturity. 
terested primarily rediscountabil- 
ity, but this may well preserved 
using the new form. Unforeseen cir- 
cumstances may arise make de- 
sirable use these notes obtain ad- 
ditional funds from the Federal re- 
serve banks, and the privilege should 
safeguarded. This especially 
true such loans are made any 
considerable volume. Copies the 
new form are available the various 
regional offices the Veterans’ Bu- 
reau. 


The 


part the 
Middle West Utilities System 


WA 


output the 
National Group 
1930 increased 
6.6% over 1929, 
sign steady 
growth 
out balanced 


territory. 


FLORIDA 


Industrial 
Pre-Eminence 


ALL the manufactured 

articles equipped with cas- 
ters, one out every two, the 
world over, is, according esti- 
mate, equipped with Bassicks. 


This indicates the industrial 
predominance 
Company Bridgeport, Conn., 
manufacturers these casters, 
and one four equally power- 
ful subsidiaries the Stewart- 
Warner Corporation. 


Such the foundation underly- 
ing the stability the parent 
company—a foundation found 
adamant always. 


List products, also latest fi- 
nancial report supplied your 
broker. us, direct, upon 
request. 


STEWART-WARNER 
CORPORATION 
1826 Diversey Pkwy., Chicago 


and subsidiaries - 


Corp’n 
da, Ltd. 


The Bassick Co. 
The Alemite Corp’n. 
The Stewart Die Casting 
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Being more less personal talk between the and the READER 


Cuts More than One Way 


third and the last series 

three articles Social Legisla- 
tion appears this issue the 
JOURNAL. these articles the dole 
practice abroad, and the dole pros- 
pect here have been discussed 
length, but additional angle the 
blighting effects the dole fur- 
nished Farrell, president, 
Kansas Agricultural College, ex- 
cerpts from letter written him 
English farmer with whom has 
been correspondence for many 
years. Says the English farmer: 


can understand your alarm the 
thought our dole system. protec- 
tionist country will ever rich enough 
run one! have just appointed 
Royal commission find out how long 
can stand it. There seems 
lack funds except amongst the farm- 
ers! larger and larger proportion 
are becoming government officials 
with very good salaries and pensions 
sixty course, our unemployment 
insurance scheme breeds unemployment. 
far too generous. like com- 
pulsory motor car insurance. our old 
car needs repainting can easily engi- 
neer accident push off our mud 
guards; the radiator leaks can 
get frozen and make the insurance 
boy find new one! The employers 
are learning farm the scheme (unem- 
ployment insurance) well the 
workers, closing down 
when trade slack and throwing their 
people the scheme.” 


Everything that the calamity 
the great war brought Europe has 
sooner later come America, and 
unless there awakened public 
opinion the danger that confronts 
the American people, individually 
well collectively, the present drift 
will produce the dole here with all 
its degrading, industry-destroying 
and character-destroying effects. 

would more economical and 
business-like consider now, while 
whether not America wants the 
dole either that name va- 
riety more euphonious names! 


day the newspapers carry 
stories about the Soviet and the 
Russian people. 

They are good stories, both from 
the point the publisher and the 
reading public. 

They are startling stories, some 
times relating occurrences actual 
life that the period before the war 
seemed too wild even put 
into fiction. 

The dispatches from Russia amuse, 
entertain and shock, but they not 
particularly concern the average 
reader, even though the success the 
Soviet plans means idleness Ameri- 
can workmen and lowering the 
standard living here America. 

They not register because they 
are for the most part fragmentary 
and deal principally with details 
plan mammoth that there noth- 
ing with which compare it. 

But even minimum degree 
success means adverse influence 
American values may not act 
ordinary prudence give more 
attention than dismiss with the 
thought that “it can’t done?” 

Read the first article this issue 
the JOURNAL and write your re- 
action the great drama these 
times. 


Reserve Requirements 


the discussion trends state 

bank legislation, which was pub- 
lished the January JOURNAL, 
was stated that the reserve required 
per cent. 

Referring that, Harold Heck, 
the Louisiana National Bank and 
Louisiana Trust Savings Bank, 
writes: 

“The Louisiana law relating 
banks, section 14, Act 179 1902, 
amended Act 1918, re- 
quires that ‘every banking associ- 
and maintain money reserve law- 
ful money the United States 
cash due from other banks and 
bankers, amount equal twenty 
per centum the aggregate amount 
its demand deposits; and such 
demand deposits four per centum 
shall all times kept their 
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Trust Department Functions 


strikingly favorable feature 
appears connection with the 
unfortunate conditions disclosed 
the suspension the Bank United 
States,” writes William Couse, 
president, Asbury Park National 
Bank Trust Co., Asbury Park, 
“That the fact that notwithstand- 
ing that all banking functions the 
institution ceased and all commercial 
funds deposit were tied the 
closing, the Trust Department with 
trust assets aggregating $100,000,000 
has continued function uninter- 
ruptedly and losses will occur 
beneficiaries trust funds. 

“From closing, Decem- 
ber 11, 1930, the administration 
trust and custody accounts has pro- 
ceeded steadily. The cash hand 
shown the Trust Ledgers, which 
was kept deposit with the bank, 
has since the closing been released 
the Superintendent Banks. 

“This tribute the integrity 
ther assurance the 
guarded and that the increasing con- 
fidence which has been evident dur- 
ing past years the protection 
estates and all manner trusts 
fully justified.” 


Name 


HAT there may misunder- 

standing, organization New 
Albany, Ind., using the name “Ameri- 
can Bankers Research Foundation” 
not part the American Bankers 
Association, and has connection 


with it. 


And lawyers are the habit 
saying the conclusion case, 
“With these few words submit the 
case trusting the honesty and in- 
telligence the jury.” 
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Rests This Question— 


YOUR PLANT 
LOCATION ASSET 
LIABILITY? 


Today, business and industry 
locate where costs are lowest 
where production and distribu- 
tion can handled most eco- 
nomically. 


Philadelphia may the logical 
location for your new plant, 
your branch your warehouse 
—for here natural advantages 
contribute large scale econ- 
omies. 


More than 17,500,000 people 
with spendable income repre- 
senting 22% the nation’s total 
truck 


Booklets Labor, Transpor- 
tation, Power, Distribution and 
Production, compiled this 
Association, will supplied 
upon request. Specific informa- 
tion applied your individual 
problems will prepared with- 
out obligation. 


Address Department your own letterhead 


PHILADELPHIA 


Business 


gee 
Progress Association 
1442 Widener Building, Philadelphia 


These RECORDS need never become 
ASHES over night 


True, the Unit Posting Plan will cut economical means providing pro- 
commercial bookkeeping costs from tection the point record use. 
40%; but these economies and 
would wasted fire finds Adopt “unit responsibility” for your 
you unprepared. Speed, accuracy and handling individual ledgers. Apply 
economy mean nothing, when checks, the principle through equipment 
statements and ledgers become ashes tested and certified protect its con- 
over night. tents against destructive fire. Get the 
details from Remington Rand, which 
Prevent the costly loss you must cer- originated the principle, devised the 
tainly suffer, these records are sud- equipment, and exclusively manu- 


denly destroyed fire. Make sure factures it. 
“inside” protection for papers you 


keep buildings fireproofed “out- Phone our nearest office without 

side.” Give them 24-hour security and obligation your but defi- 

full working efficiency Insulated nitely ours, indicate savings and 

Check-File Desks and Safe-Ledger demonstrate security which are mea- 
Trays, the newest, most practical, surable, tangible and assured. 


Safe Cabinet Division 


Remington 


BUSINESS SERVICE 
BUFFALO, NEW YORK 
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